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P R E F A C E 
This r e p o r t i s t he outcome of t he s tudy on Harmonizat ion of F i s c a l 
I n c e n t i v e s t o I n d u s t r y in t h e CARIFTA t e r r i t o r i e s conducted by t h e 
Uni ted N a t i o n s Economic Commission f o r L a t i n America. This s tudy was 
under taken a t t h e r e q u e s t of t he Commonwealth Car ibbean Heads of 
Governments made a t t h e i r f o u r t h meet ing ( R e s o l u t i o n 10) and cove r s t h e 
t e r r i t o r i e s forming t h e Car ibbean Free Trade A s s o c i a t i o n and B e l i z e , 
whose i n c l u s i o n i n t h e s tudy was subsequen t ly r e q u e s t e d . 
A team of e x p e r t s was assembled by ECLA t o unde r t ake the s t u d y . 
The team comprised; 
( i ) Mr, I q b a l G u l a t i , Regional Economic.Adviser a t t a c h e d 
t o t h e ECLA O f f i c e f o r t he Car ibbean ; 
( i i ) Mr. D,M* Bhouraskar , Chief of P u b l i c Finance S e c t i o n , 
D i v i s i o n of P u b l i c Finance and F i n a n c i a l I n s t i t u t i o n s , 
Department of Economic and S o c i a l A f f a i r s , Uni ted 
N a t i o n s , New York; and 
( i i i ) Mr. Gustavo Wiese , Regional A d v i s e r on F i s c a l P o l i c y 
a t t a c h e d t o t he Permanent S e c r e t a r i a t of Cen t ra l 
American Common Market« 
Mr. I q b a l G u l a t i was appo in ted as t he l e a d e r of t h i s team« 
The team v i s i t e d a l l t h e t e r r i t o r i e s excep t Dominica and Grenada. 
I t he ld d i s c u s s i o n s wi th s e n i o r o f f i c i a l s from a l l t he t e r r i t o r i e s , and 
was f o r m a l l y i n v i t e d t o a t t e n d the Third Meet ing of t he Eas t Car ibbean 
Common Market Council of M i n i s t e r s i n S t . L u c i a . I t t hus had t h e 
p r i v i l e g e of mee t ing wi th t h e Council and d i s c u s s i n g m a t t e r s connected 
w i t h the ha rmoniza t ion of i n c e n t i v e s . The l e a d e r of t he team a l s o 
v i s i t e d B e l i z e . 
A d r a f t of t h i s r e p o r t was submi t ted t o t h e Commonwealth Car ibbean 
Regional Workshop on the Harmoniza t ion of F i s c a l I n c e n t i v e s t o I n d u s t r y 
he ld a t P o r t - o f - S p a i n from 8 t o 12 September 19690 The summary and 
c o n c l u s i o n s f rom the Repor t of t h e Workshop (E /CN.12/844) a r e reproduced 
he re in Annex ID The e x p e r t team has o f f e r e d i t s comments on some of 
t h e views e x p r e s s e d a t t h e Workshop0 These comments a re i n c l u d e d i n 
Annex I I . 
On behal f of ECLA, and on b e h a l f of the members of the team, I 
should l i k e to e x p r e s s our thanks to the Governments, t h e i r M i n i s t e r s 
and O f f i c i a l s , f o r extending to the team t h e i r maximum coopera t ion , 
c o u r t e s i e s and c o n s i d e r a t i o n . 
Carlos Quintana 
Chapter I 
INTRODUCTION 
1. When the Governments of the Commonwealth Caribbean agreed upon the 
formation of the Caribbean Free Trade Area (hereafter referred to as 
CARIFTA), they were, it appears ? fully aware that effective progress 
towards trade liberalisation within the free trade area would depend 
in large measure on common action in other areas,, especially those of 
industrial policy, external tariff s and incentive policy. The rationale 
of a common incentive policy is simple and should be quite obvious. 
Firstly^ with respect to commodities in which member countries agree 
upon free mutual trade, it is essential that disparities in tax 
incentives should not ordinarily be allowed to distort the inter-member 
cost structure of their production. Secondly^ but no less importantly, 
member-territories should avoid making sizeable sacrifices in terms of 
revenue (in addition to what the consumers directly undergo under the 
impact of protective policies of Governments) in competitive bidding 
among themselves by the offer of more and more generous tax concessions. 
Instead, they can offer the attractions of a unified market of a size 
i 
much larger than any of the national markets , taken separately. 
20 Article 23 of the Agreement provides for the approximation of 
legislation with respect to tax concessions granted for the purpose of 
encouraging the establishment or development of manufacturing industry. 
3. Paragraph 1 of Article 23 provides that no member territory may 
introduce more generous tax concessions than the most generous already 
.obtaining in any of the member territories. Paragraphs 2 and 3 lay 
down procedures for notification of changes in incentive provisions 
made by member territories and for dealing with representations«, In 
paragraph 4 of the same Article, the CARIFTA Council is authorised to 
recommend, on its own initiative, proposals for the approximation of 
concessions within the Area«, These proposals may include schemes for 
the increas.e or reduction of concessions consistently with the 
provisions of the Agreement and may be implemented notwithstanding the 
provisions made in paragraph 1 of the said Article® 
- 2 -
40 On a careful reading of Article 23, it becomes clear that the 
provisions of paragraph 1 are intended to be transitory in natureQ 
Until the CARIFTA Council has had time to formulate its recommendations 
for the approximation of tax incentives being offered to manufacturing 
industries, individual member'territories are allowed under paragraph 1 
to introduce changes in their existing tax incentives, as long as they 
do not thereby offer more generous incentives than the most generous 
already obtaining in any of the member territories, 
50 The long-term objective:, however, appears to have been for 
harmonizing industrial incentives in the region on a rational basis, 
and the Agreement clearly foresees the possibility that this exercise 
in harmonization might entail not only increases but also reductions 
in concessions already being offered. That is why the Agreement clearly 
states that the proposals of the CARIFTA Council for the approximation 
of industrial incentives do not have to conform to the rule laid down 
in paragraph 1, i0e„ of approximation at the most generous level of 
concessions already obtainingo 
60 It is in the above context that a Resolution of the Fourth Heads 
of Governments Conference on Regional Integration called upon the 
United Nations Economic Commission for Latin America 
(ECLA) to 
undertake a study on the harmonizing of incentives0 This Resolution 
was included in Annex A of the CARIFTA Agreement0 
7. This report is the outcome of the study undertaken on behalf of 
ECLA in pursuance of the above Resolution of the CARIFTA Heads of 
Governments. It is hoped that it will help the CARIFTA Council in 
formulating its proposals for the approximation of industrial tax 
incentives and lead ultimately to the adoption of a regional policy on 
industrial incentives0 Also, it is hoped that in due course the Council 
will, on the basis of the experience gained in harmonizing industrial 
tax incentives, want to go further and seek to harmonize tax incentives 
being offered in various member territories in other fields such as 
tourism, housing, mining and even agriculture so as to ensure balanced 
development of the territories in the Area. In that sense, this exercise 
will only mark the beginning of a number of exercises in harmonization 
of incentives. 
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8e "While the present study derives its authority from the Resolution 
cited above (followed by formal requests by three of the member Govern-
ments in the Area)3 it covers not only the present eleven member 
territories of CARIFTA but also Belize (British Honduras) which expects 
to join the grouping and whose inclusion in the study was specifically 
requested by the Government,, 
9. This report is divided into five chapters including this 
introductory chapter«, Chapter II gives the general economic background 
of the Area, in so far as i t is immediately relevant to the subject 
under study0 In Chapter III is attempted a review of the existing 
situation in the Area with regard to tax incentives offered to 
industries o This is followed in Chapter IV by an evaluation, principally 
in terms of economic criteria, of not only the existing incentives but 
also the machinery and procedures set up for their administration® 
Chapter V presents recommendations for a regional incentive policy for 
the Area and outlines a scheme for the harmonization of tax incentives 
offered to industries« 
10o A draft of this Report was submitted to the Caribbean Regional 
Workshop on the Harmonization of Fiscal Incentives to Industries held 
at Port-of-Spain from 8 to 12 September 1969« The participants at the 
Workshop were senior officials drawn from all the member territories of 
CARIFTA and Belize. The summary and conclusions of this Workshop are 
reproduced here as Annex I and the team's comments on principal points 
of divergence with the Report are included in Annex II0 
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Chapter III 
ECONOMIC BACKGROUND 
11o A regional incentive po l i cy f o r the promotion of industrial 
development must? of necessity, be formulated in the context of t h e 
prevail ing economic circumstances of the area i t covers® The economic 
picture o f ' the area comprising of the eleven member t e r r i t o r i e s of CAR!FTA 
and Belize is dominated by a few predominant characteristics. , some of 
which are quite peculiar to this Area» The regional po l i cy for 
1/ 
harmonization of incentives must, therefore, take due note of these0 —' 
12® The f i r s t of these characterist ics i s the smallness of the s i z e of 
not only each terr i t o ry by I t se l f but also of the Area as a whole0 The 
tota l population of the Area comprising of the twelve t e r r i t o r i es i s 
estimated at 4 e5 mi l l ion in 1967 3 Although the j3er_eapita income of 
Area as a whole i s , r e l a t i v e l y speakings not as low as of most under-
developed countries in the world, the combined national income of the 
t e r r i t o r i e s i s s t i l l smalla I t i s roughly half the combined national 
Income of the f ive member-countries of the Central American Common Markets 
As an index, however imperfect, of the size of the market, i t shows how 
small even an integrated Caribbean market would beQ 
13» . The second main characterist ic of the Caribbean economic picture 
is the serious disproportion between the supply of labour force and of 
the other factors of production:, Current unemployment leve ls in the 
Area range from 12$ to 18$ and the average rate of growth of population 
i s estimated at 3$ f o r the Area as a whole® "With population growing at 
such a high rate and the existing levels of unemployment already high 
by any standard, not only has the problem of providing f u l l productive 
employment become a serious economic issue but also i t has acquired a 
great measure of urgency in view o f i t s social implications. 
\J In this very short review of the economic background of the Area, 
the authors of this report have re l i ed principal ly on the Chapter 
on ^Characteristics of '.the "Caribbean' Economies'5' by William Demas 
in his book. The Economics of Development in Small Countries (JL965)» 
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14. Thirdly, t h e economies of a lmost a l l t h e t e r r i t o r i e s a re 
structurally highly dependent» They d e r i v e a s u b s t a n t i a l p a r t of thair 
current national income from a smal l number of p r ima ry e x p o r t s , namely9 
sugar, banana, mineral o i l and bauxite, s o l d to a few deve loped 
c o u n t r i e s . P r imary e x p o r t s of t he Area a r e e s t i m a t e d t o have c o n t r i b u t e d 
nearly 30$ t o t he A r e a ' s combined g r o s s p r o d u c t i n 1963« T h e i r role i n 
p r o v i d i n g employment i s even more significant, a c c o u n t i n g as t h e y do f o r 
over 40fo of t h e Area9s working fo r ce» But wh i l e i n t h e p a s t , i n c l u d i n g 
the decade of 1950* s, p r i m a r y e x p o r t s were t h e prime-mover of t h e A r e a ' s 
economic growth, t h e r e i s i n c r e a s i n g ev idence t h a t t h e y may n o t toe a b l e 
to play that r o l e in t h e f u t u r e . I n fact, a g r i c u l t u r a l e x p o r t s of t h e 
Area are v i t a l l y dependent on s p e c i a l a r rangements g r a n t e d p r i n c i p a l l y 
by the U.K,, and t o some e x t e n t by Canada, and there i s s e r i o u s danger 
of earn ings- from t h i s s o u r c e n o t o n l y n o t i n c r e a s i n g b u t a c t u a l l y 
d e c l i n i n g i n t h e n e a r f u t u r e . This danger has a r i s e n because of t h e 
d i s t i n c t " improvement in t h e chances of B r i t i s h e n t r y i n t o t h e European 
Common Market which may o b l i g e B r i t a i n t o f o r s a k e i t s old Car ibbean 
s o u r c e s of i t s a g r i c u l t u r a l i m p o r t s . C o n s t r a i n t on t h e growth of t h e 
A r e a ' s m i n e r a l e x p o r t s may emanate more f rom t h e s u p p l y s i d e t h a n f rom 
t h e demand s i d e . Bu t , on c u r r e n t r e c k o n i n g , t h e r e i s no immediate d a n g e r 
of any s i g n i f i c a n t s l a c k e n i n g w i t h r e s p e c t t o ' t h e s e exports® 
15. While p r imary p r o d u c t i o n and i t s export dominate the economic 
p i c t u r e of t h e Area , m a n u f a c t u r i n g p l a y s a r a t h e r minor role i n this 
p i c t u r e . The c o n t r i b u t i o n of t h e m a n u f a c t u r i n g s e c t o r to the Area0s 
g r o s s domes t ic p r o d u c t was e s t i m a t e d at 14fo i n 1967, and i t s 
c o n t r i b u t i o n t o t he A r e a ' s employment was even lowero 
16. The Car ibbean economies a re dependen t s t r u c t u r a l l y n o t on ly i n t h e 
sense that a few p r i m a r y e x p o r t s go ing t o even fewer c o u n t r i e s c o n t r i b u t e 
s i g n i f i c a n t l y ' t o t h e i r national incomes9 b u t also in that they rely-
g r e a t l y on f o r e i g n capital inflows f o r the financing (of t h e i r r e la t i ve ly 
h i g h r a t e s ) of g r o s s capital formation« The average rate of gross 
c a p i t a l f o r m a t i o n f o r the Area as a whole is currently estimated at 2%% 
a year Q Of this t h e p o r t i o n financed by foreign sources9 including 
r e i n v e s t m e n t of p r o f i t s by foreign firms operating in the Area b u t 
e x c l u d i n g d e p r e c i a t i o n a l locat ions , was as high as 36fo0 I f depreciation 
a l l o c a t i o n s were i n c l u d e d , as they should be$ the dependence on foreign 
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c a p i t a l would r i s e ve ry much h i g h e r . For T r i n i d a d and Tobago, f o r 
i n s t a n c e , the cor responding r a t i o s f o r 1968 are e s t ima ted to be 23$ and 
62$ r e s p e c t i v e l y . This r e l a t i v e l y high dependence on f o r e i g n f u n d s i s 
due l a r g e l y t o t he s t r u c t u r a l c h a r a c t e r i s t i c s of the economies, e s p e c i a l l y 
of t hose t e r r i t o r i e s dependent on minera l e x t r a c t i o n and r e f i n i n g . P a r t l y , 
however, i t i s a l s o a r e f l e c t i o n of the low l e v e l of domestic sav ings 
( i . e . exc luding sav ings of f o r e i g n e n t e r p r i s e s ) . 
17. The growth of tour ism i n the Area has been q u i t e r ap id i n r e c e n t 
y e a r s and can be sa id to have helped d i v e r s i f y t he economies t o t h e 
e x t e n t i t has reduced, r e l a t i v e l y , t h e i r dependence on pr imary e x p o r t s . 
But i t cannot be ignored t h a t t he t o u r i s t t r a d e , p a r t i c u l a r l y as i t has 
developed In t h i s Area, has some of the same c h a r a c t e r i s t i c s as t he 
p r imary e x p o r t s . T o u r i s t t r a d e of t he Area i s h i g h l y dependent on the 
North American c o n t i n e n t f o r b o t h demand as we l l as source of f i n a n c e 
f o r investment« Also t o u r i s t t r a d e has c o n t r i b u t e d t o the growth of 
l o c a l s k i l l s a t almost the same comparable l e v e l of t echnology as have 
t he AreaDs pr imary e x p o r t s . However, the growth of t ou r i sm , i f s u s t a i n e d , 
should provide an a d d i t i o n a l s t i m u l u s f o r l o c a l manufactur ing* 
180 The f o u r t h s i g n i f i c a n t c h a r a c t e r i s t i c of the Area 0 s economic 
p i c t u r e i s t h a t t h e e x t e n t of economic c o o p e r a t i o n among the 
t e r r i t o r i e s , a t t h e eve of the fo rma t ion of CARIFTA, was not on ly very 
l i m i t e d but a l s o somewhat l o p s i d e d . Trade w i t h i n the Area accounted 
f o r a ve ry small p r o p o r t i o n of t he t o t a l f o r e i g n t r a d e of t he 
t e r r i t o r i e s compr i s ing the Area. The share of i n t r a - r e g i o n a l t r a d e i n 
the t o t a l f o r e i g n t r a d e had remained, more or l e s s 9 unchanged a t around 
6$ in r e c e n t years Q At t he same t ime , however, t h e share of manufac tured 
p r o d u c t s , exc lud ing mine ra l s and minera l p r o d u c t s , i n i n t r a - r e g i o n a l 
t r a d e , though r a t h e r small a t p r e s e n t , had been on t he increase® The 
s h a r e . o f m a n u f a c t u r e s , covered by SITC s e c t i o n s 5 t o 8 , i n i n t r a - r e g i o n a l 
t r a d e ro se from 27$ i n 1957 t o 34$ i n 1963. 
19. But t he ga in of the i n c r e a s i n g share i n i n t r a - r e g i o n a l t r a d e i n 
manufac tu r ing had gone t o the t e r r i t o r i e s which dominated t he 
manufac tu r ing s e c t o r of the Area . Jamaica and T r i n i d a d & Tobago t o g e t h e r 
accounted f o r 85$ of the Area 8 s combined g ros s manufactured p roduc t i n 
1967. Guyana and Barbados t o g e t h e r accounted f o r another 11$0 But 
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while Jamaica and Trinidad & Tobago together dominated the manufacturing 
sector, in so far as the trade in manufactured products within the Area 
was concerned, it was Trinidad and Tobago which dominated the scene, 
with its share at 59$ of the trade as against Jamaica's share of only 18$» 
20o To sum up this short review of the economic backgroundp the Area 
offers, relatively speaking^ a rather small-sized market which is in need 
of basic structural transformation with a view to meeting i t s serious 
} 
problem of high (and even rising) level of unemployment, and to reducing 
its excessively dependent character. While the relative smallness of 
its present contribution can be taken as a measure of the scope that 
should exist for the expansion of the manufacturing sector in the Area9 
future expansion of the manufacturing sector would have consciously t© 
seek a better inter-territorial balance than exists at present® 
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Chapter III 
REVIEW OF EXISTING TAX INCENTIVES 
21« The p r a c t i c e of o f f e r i n g t a x concess ions to new and developing 
manufac tu r ing e n t e r p r i s e s i s q u i t e widespread . I t i s e s p e c i a l l y so 
among the developing c o u n t r i e s of the world , wi th the o b j e c t i v e of 
a c c e l e r a t i n g i n d u s t r i a l deve lopment The twelve Caribbean t e r r i t o r i e s 
covered by t h i s s tudy are no excep t ion . 'With the be lp of t h e s e t a x 
c o n c e s s i o n s , the Governments hope to no t only encourage the investment 
of domest ic sav ings bu t a l s o a t t r a c t f o r e i g n c a p i t a l i n t o t h e 
manufac tu r ing s e c t o r 0 I t i s b road ly t r u e t h a t the development of the 
manufac tu r ing s e c t o r he lps developing c o u n t r i e s d i v e r s i f y t h e i r 
r e s p e c t i v e economies and a l so c r e a t e , bo th d i r e c t l y and i n d i r e c t l y , new 
and more rewarding o p p o r t u n i t i e s f o r the use of l oca l r e s o u r c e s , 
p h y s i c a l and manpower, whereby the r a t e of growth of domest ic output 
and incomes can be acce l e r a t ed« 
lo CHOICE OF INDUSTRIES AND ENTERPRISES 
E l i g i b l e I n d u s t r i e s : 
22. Each of the twelve Caribbean t e r r i t o r i e s , which the p r e s e n t s tudy 
cove r s , o f f e r s some t a x concess ions t o manufac tu r ing e n t e r p r i s e s . While 
the p r i n c i p a l t a x laws of t h e s e t e r r i t o r i e s governing t h e g r a n t of t a x 
concess ions do not i d e n t i f y any favoured 
are as of manufac tu r ing 
a c t i v i t i e s , t h e y do l a y down some broad , and r a t h e r vague, c o n d i t i o n s 
of e l i g i b i l i t y * 
23o With r e s p e c t t o t h e s e broad c o n d i t i o n s of e l i g i b i l i t y , the twelve 
Caribbean t e r r i t o r i e s could be d iv ided i n t o t h r e e broad groups : 
(a) The t e r r i t o r i e s i n t h i s group s e t themselves v i r t u a l l y 
no formal l i m i t a t i o n on t he cho ice of indus t r i e s® They 
l a y down a v e r y broad requi rement such as t h a t " the 
i n d u s t r y i s no t be ing conducted on a commercial s c a l e 
or a t a l l and f o r which t h e r e are i n s u f f i c i e n t 
c o n d i t i o n s t o enab le such i n d u s t r y t o be conducted on 
a commercial s c a l e ; - or an i n d u s t r y where t h e r e i s 
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favourable prospect of further development0 " ^ 
In this group f a l l Antigua^ Dominica^ StD K i t t s -
Nevis-Anguilla, St, Vincent and Trinidad & Tobago. 
Belize too can be said to belong to this group® 
(b) The t e r r i t o r i e s in this group require that in order 
to qual i fy f o r tax concessions the growth of the 
manufacturing industry concerned should not only 
be generally of benef it to the terr i tory but also 
"have a bene f i c ia l e f f e c t on employment both in 
numbers and in gross wages"e 2/ In this group of 
t e r r i t o r i e s f a l l Barbados, Grenada, Jamaica, 
Montserrat and St« Lucia0 
( c ) In this las t group f a l l s only one territoryp 
namely Guyanas whose law requires not only that 
the trade in question should be "wholly of a 
developmental and risk-bearing nature" but also 
" i s l ike ly to be instrumental to the "development ^ / 
of the resources o f , and bene f i c ia l to the Colony"«^ 
When Guyana* s law speaks of the development of indigenous resources ? 
i t poss ib ly refers to both physical and manpower resources of the 
terr i tory* 
240 In a sense, Barbados and Jamaica can also be said to belong to 
group ( c ) . Their l eg is lat ions require that before approving an industry 
consideration should also be given to "whether manufacture of the 
product would u t i l i z e raw materials or s k i l l available to the Island™® 
25® While the formal posit ion i s vague, in actual pract ice the 
t e r r i t o r i e s seem to have evolved some system of p r i o r i t i e s In the choice 
of industries f o r concessional treatmento In Barbados and Jamaica? f o r 
instance, manufacturing exclusively f o r export i s accorded a speci. 1 
treatment through formal l eg i s la t ion spec ia l ly enacted f o r the purposeG 
But in other t e r r i t o r i e s , as f o r example Trinidad and Tobago, while BO 
special l eg is lat ion has been enacted f o r the purpose, manufacturing f o r 
1/ See Secti on 3 of 'Trinidad and Tobago" s Aid to Piosieer Industries 
Ordinance, 1950o 
2/ See Section 3 of Jamaicans Industrial Incentives Law9 19560 
2>/ See Section 2 of Guyana's Income Tax ( in Aid of Industry) 
Ordinance, 19510 
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export has been accorded a somewhat higher priority within the frame-
work of the general incentive legislations0 Also, resort has been made 
sometimes to special legislation for according a higher priority to 
certain types of industries. In Trinidad and Tobago, for instance, 
separate incentive legislations were enacted for cement, fertilizer, 
tyre, lubricating oil and petrochemical industries« Also, Barbados and 
Jamaica enacted special measures for the promotion of factory 
construction by itself® 
26. In view of the particular approach followed in these territories 
in granting concessions, the task of exercising choice as between 
industries effectively arises at the time of the approval of enterprise«, 
All of them subscribe, formally or informally, to what is referred to 
as the spioneer enterprise1 approach. The approach is conceived 
principally in relation to import-substitute industries, although, 
formally speaking, approval has to be obtained even by enterprises 
manufacturing entirely for exports. Basically, the idea is to give the 
benefit of tax concessions not to all enterprises in an industry but 
only to a few early starters. These early starters are supposed to 
face greater risks than those who enter the same industry later. 
Accordingly, while more than one enterprise in an industry might be 
granted the benefit, this concession would not be extended once i t is 
felt that establishment of additional capacity in that particular 
industry does not call for special encouragement® In some cases, it is 
quite likely that given the size of the domestic ( i . e . national) market, 
establishment of additional capacity may not be justified unless there 
is reasonable prospect for export. 
Financial and Technical Viability: 
27. Whether an enterprise manufactures a product for the domestic 
market or for export, all the territorial laws on the subject of 
incentives insist upon the approval of the enterprise itself . This, as 
indicated above, springs partly from the 'pioneer enterprise1 approach 
to which all the territories seem to subscribe. Underlying almost all 
incexitive legislations in the Area is also a certain concept of 
viability, principally financial, to which an approved enterprise must 
conform. 
\ 
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28. In Barbados, B e l i z e , Grenada, Jamaica, Mont s err at and St* Lucia , 
t o q u a l i f y f o r approval an e n t e r p r i s e should f i r s t be a company ^ and, 
at the same time -
(a) be adequately f inanced , 
(b) have adequate t ra ined personnel or be able to 
obtain t h e i r s e r v i c e s , 
( c ) have access t o necessary t e c h n i c a l in format ion , 
(d) be able to obta in adequate raw m a t e r i a l s , and 
(e ) p o s s e s s (or w i l l p o s s e s s ) the necessary f a c t o r y . 
Guyana too i n s i s t s on the e n t e r p r i s e be ing a company t o q u a l i f y f o r t a x 
conces s ions but does not s e t any v i a b i l i t y c o n d i t i o n s . On the other hand, 
the formal p o s i t i o n of Trinidad and Tobago along wi th Antigua, Dominica 
and S t . K i t t s i s t h a t t o q u a l i f y f o r approval an e n t e r p r i s e does not have 
t o be a company, nor do these t e r r i t o r i e s l a y down any cond i t ions which 
an e n t e r p r i s e should sa t i s fy . But i n actual p r a c t i c e they too requ ire 
an appl i cant to submit a l l the in format ion n e c e s s a r y t o enable the 
a u t h o r i t i e s not on ly t o examine i t s f i n a n c i a l and t e c h n i c a l v i a b i l i t y ^ 
but a l s o eva luate i t s p r o j e c t i n the broader contex t of the economy. 
Level of Investment: 
29. In S t . K i t t s - N e v i s - A n g u i l l a , the new i n c e n t i v e l e g i s l a t i o n dealing 
with S p e c i a l Development Areas p r e s c r i b e s a minimum l e v e l of investment 
(EC $250,000) to q u a l i f y f o r tax conces s ions and a l s o the period w i t h i n 
which the c o n s t r u c t i o n of the f a c t o r y i n the area dec lared as a s p e c i a l 
development area should commence. No other t e r r i t o r y imposes, f o r m a l l y 
or in formal ly , such a c o n d i t i o n . Though, i n actual p r a c t i c e , the 
proposed l e v e l of investment may i n f l u e n c e the d e c i s i o n to approve or 
r e j e c t an a p p l i c a t i o n , no r i g i d r u l e s seem t o have evolved i n any of 
the t e r r i t o r i e s on t h i s matter . 
4 / Jamaica's I n d u s t r i a l I n c e n t i v e Law d e f i n e s 'company' as any company 
incorporated or r e g i s t e r e d i n the i s l a n d or a company incorporated 
ou t s ide but carrying on b u s i n e s s i n the i s land» The corresponding 
l e g i s l a t i o n i n Barbados appears to be more r e s t r i c t i v e i n tha t i t 
i n s i s t s on the company's r e g i s t r a t i o n i n the i s l a n d . B e l i z e requires 
the company t o be "formed and r e g i s t e r e d under the Companies 
Ordinance" of the t e r r i t o r y . 
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Follow up on Performances 
30. By and large , i t i s true of a l l the t e r r i t o r i e s in the Area that 
when an enterprise gets the necessary approval ent i t l ing i t to tax 
concessions i t i s obliged to start eonstrrotiom aid then production 
mthin the stipulated time0 Any fa i lure on ©ither seore has to be 
explained to' the sat is fact ion of tine competent mthori t ieso Failure t© 
do so may attract penalties^ including revocation of the approval i t s e l f 0 
Once m enterprise i s duly established there i s l i t t l e , iff any, follow-
up OB i t s performance«, As indicated ear l ier 9 in gomo t e r r i t o r i e s g, the 
l eg i s la t i on enjoins the select ion of industries ©n the basis of the ir 
bene f i c ia l impact ón resource-use má employment tat BO later evaluat ion 
• 31 o .In addition, rules-exist in a l l the t e r r i t o r i a l leg is lat ions to 
r e s t r i c t the employment ©f non-n&tioB&ls and also t© prevent abuse of 
.m&ehineryj, plant and materials imported. free of draty^ and there i s 
poss ib ly .some mount of follow-np in tills respecto But when i t comes 
to. fol lowing up on such matters as Investment^ employment and t ra i l ing 
of local personnel^ and TULSe off l o ca l inputs the existing administrative 
and legal posit ion» on a l l aceomtss, i s highly ras&tlsfaetory0 ^ 
I I . TAX CONCESSIONS CUIffifflTlY OFKBBEB 
32, Tax concessions being of fered to manufacturing enterprises in the 
Area f a l l into two broad groups^ (a) income tax r e l i e f , . a n d (b) duty 
free importation0 The ob ject ive mderlying the f i r s t group of 
concessions i s to increase a f t e r t a x p r o f i t s The ob ject ive underlying 
the second group of concessions i s to reduce the cost of i n p u t s E^en. 
in the la t te r case, the ultimate impact should ordinari ly be to increase 
the a f ter - tax p r o f i t s of the beneficiary0 S t i l l the two sets of 
concessions are so d i s t i n c t l y d i f ferent 9 including in their impact on 
investment decis ions, that they have to be considered separately0 
5/ Although Trinidad and Tobago's l eg i s la t i on i s rather broadly worded^ 
i t s new Plan singles out this aspect as one of the Important 
deficiencies in the administration of the territory's tax Incentives 
and proposes that as a matter ©f po l i cy industries receiving 
incentives should be followed wp to ensure that they f u l f i l the 
obl igat ions undertaken on application® See Draft Tb-^dFive Year 
Plan, iPo 11§0 . 
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(a) Income Tax Reliefs 
33o As wi l l be observed from Appendix I to this Report, concession® 
falling in this group are being o f fered in the form of -
i ) holiday from income taxs 
i i ) r e l i e f from income tax on dividends paid out of 
tax-exempt p r o f i t s , 
i i i ) r e l i e f from income tax on interest on borrowings9 
iv) ' deferment of depreciation deductions, 
v) accelerated depreciation deductions^ -and 
* 
v i ) carry-forward of losses«, 
i ) Income TM Holiday: 
34. All the t e r r i t o r i e s offer exemption from income tax for a p®ri®<il 
of years beginning, generally¡, with the date of production. Jamai 
and Barbados o f f e r tine approved enterprise a choice between two @pti®M0 
One option i s of a straightforward exemption of 7 and 10 years 
respectively as from the date of production. Under the second op t i c » 
a slightly shorter tax holiday period i s combined with deferral of 
depreciation deductions during the tax holiday period within 3 ye&ra off 
the date of production^ By a recent amendment of the Jamaican 1 m9 
enterprises wanting to maihifacture new products - defined as products 
with respect to which 20$ of the Jamaican market is supplied by 
existing manufacturers in the Island - get a 10-year tax holiday tTom 
the date of production or within 3 years thereafter and also deferral 
of depreciation deductions* In Jamaica, exemption from income tax 
during the tax holiday period nay be either f u l l or §0$. But no criteria 
are laid down, nor have any evolved over time, on which to rest the 
decision to grant 100$ or 50$ of the bene f i t s . 
35. Trinidad and Tobago^ Guyana and St® Kitts o f f e r a f u l l tax 
holiday of 5 years which can be extended to 10 years, together with 
deferral of depreciation deductions unt i l a f ter the tax holiday period« 
Belize and St® Vincent o f f e r a f u l l 10-year tax holiday but without 
deferral of depreciation deductions9 Of the remaining six territories, 
Grenada, Montserrat and St. Lucia o f f e i a 7=year tax holiday and Antigua 
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and Dominica o f f e r a 5-year t a x h o l i d a y , without d e f e r r a l of d e p r e c i a t i o n 
i /' ' 
deduct ions . The tax holiday offered by S t . Lucia may be f u l l or partial 
but no criteria have been set for determining the extent of holiday to 
be granted. 
30. Lately, for factories located in parts designated as special 
development areas, Sto Kitts has decided to o f f e r a 15-year tax holiday 
and Dominica a 30-year holiday. Jamaica too, o f f e r s w extension of 
between 1 to -5 years in tax holiday for an enterprise manufacturing a 
new product and located in designated special development areas« 
37«, In all the territories, the tax holiday period i s related to the 
date of production which is set for the enterprise in the order 
approving i t for the grant of tax holiday. The enterprise i s expected 
t o start turning out its produce in marketable quantities bv this date® 
i i ) Relief from Income Tax on Dividendst 
38. All the terr i tor ies ¡ j except Antigua, extend exemption from income 
tax to dividends paid out off p r o f i t s accruing to an approved enterprise 
during i t s taa^holiday periodo With the exception of Jamaica and 
Trinidad & Tobago9 a l l other t e r r i t o r i e s require that to qual i fy f o r 
t h i s exemption dividends should be paid out within a speci f ied periodo 
B e l i z e , Grenada, Montserrat and St . Lucia ins i s t on d istr ibution within . 
the tax holiday periodo Barbados, Dominica, Guyana^ St® Kitts and 
S t . Vincent allow a further two years, after the expiry of the tax 
h o l i d a y period, f o r tax exempt distributions t o be made. Jamaica and 
Trinidad & Tobago formerly imposed a similar l imitation but have removed 
i t recent ly* They have possibly recognized that such a l imitation only 
f o r c e s e n t e r p r i s e s to distribute their profits rather than plough them 
back. It appears that St« Vincent too has recently removed this 
limitation on distribution. 
39. Several of the t e r r i t o r i e s impose a few additional ©onditlons f o r 
dividends paid out of tax holiday pro f i t s to qual i fy f o r exemption in 
the hands of recipientso One such condition is that non-resident 
recipients w i l l qual i fy f o r tax exemption, provided they are not l iab le 
to income tax on such dividends in the country of their residence 5 
Guyana m& Trinidad & Tobago do not impose any such condition and 
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St . Vincent and St® K i t t s seem to have recently abolished th is condition.—' 
Jamaica belongs to the group which imposes this condit ion but unlike 
the rest Jamaica q u a l i f i e s I ts condition further . 'Where a non-resident 
shareholder i s l iab le to tax on such dividends in his country of 
residence, his exemption from income tax In Jamaica would be res t r i c t ed 
to the excess, i f any, of tax payable in Jamaica over that payable in 
his country of residencee Thus what the Jamaican provis ion seeks to do 
i s to re l ieve the non-resident shareholder of tax to the extent that 
Jamaica i s foregoing i t s revenue .in his favour and not in favour of the 
fore ign treasury» The corresponding provis ion in other t e r r i t o r i e s 
d i s q u a l i f i e s a non-resident shareholder altogether regardless of what 
amount of tax i s payable by him in his country of residence c 
40« Another condition which i s imposed by Bel ize , Grenada, Montserrat 
and St . Lucia i s that the to ta l amount paid to shareholders, residents 
and non-residents, as tax exempt dividends should not exceed the amount 
invested by these shareholders in the enterprlse c One possible 
j u s t i f i c a t i o n f o r th i s type .of r e s t r i c t i o n could be that these 
d is tr ibut ions are considered to be in the nature of repayment of capita l 
and as such are exempted only to . the extent" of the capita l subscribed 
by the shareholders® But the assumption underlying th is argument cannot 
be v a l i d i f the shareholders continue to retain^ as they do, their 
shareholdings« Another possible j u s t i f i c a t i o n could be that this 
r e s t r i c t i o n would prevent unduly large amounts to be distr ibuted as 
tax exempt p r o f i t s . 'Where the tax holiday i s granted f o r 7 years, the 
above r e s t r i c t i o n would amount to l imit ing annual tax exempt 
d is tr ibut ions to 14$ of equity capita l - a l ibera l rate of return but 
l imited none-the- less . 
i i i ) Re l i e f from Income Tax on Interest Payments: 
410 Barbados o f f e r s exemption with respect to interest paid on i t s 
debenture stock by an approved enterprise0 This exemption holds with 
respect to the f i r s t seven years of the tax holiday period under e i ther 
of the two tax holiday options that Barbados o f f e r s 0 Where9 however, 
the interest rec ipient i s a non-resident, he wi l l be exempt only i f he 
i s not. l i ab le to tax on such rece ipts in the country of his residence.. 
Along with Jamaica, Barbados also o f f e r s a 15-year exemption on 
interest paid by an approved fac tory builder on I t s debenture' stock. 
6 / Their respective Income Tax Ordinances, as updated, do not impose this 
r e s t r i c t i on on tax exempt dividends paid to non-resident shareholders. 
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42. Trinidad and Tobago does not offer a general exemption on 
interest payments» But in the case of a few special industries, viz; 
petrochemicals, lubricating oils and greases, and fertilizers, tax 
exemption has been offered for the duration of the tax holiday period -
which in all the three cases is for 10 years - with respect to 
interest on loans raised by approved e n t e r p r i s e s 0 St, S i t t s too has 
offered, through its very recent legislation, exemption on interest 
received by persons making loans to an approved manufacturer locating 
a factory in the designated special development areas. 
43. In none of the territories offering tax exemption on interest 
paid by approved manufacturers, is any special rule laid down for the 
treatment of such tax-exempt interest in calculating profits or losses 
during the tax holiday period. But the permission to deduct tax exempt 
interest in the calculation of its profit or loss enables an enterprise 
to extend his effective tax exemption beyond that formally allowed. 
'Barbados does, however, stipulate f o r an approved builder of factory 
that tax exempt interest is not to be taken as a deduction in the 
calculation of profits« Jamaica does not lay down this stipulation 
for its approved builder. 
iv ) Deferment of Depreciation Deductions: 
44. Most t e r r i t o r i e s require that with respect to investment made 
during the tax holiday period, normal annual depreciation deductions 
i 
should be'made during the tax holiday period. But some t e r r i t o r i e s 
allow these deductions to be deferred until a f ter the tax holiday 
period has expired. Barbados and Jamaica allow this under one of the 
two tax holiday options. (Jamaica now allows i t f o r al l new products) . 
Guyana, St. Kitts and Trinidad & Tobago permit this to al l 
manufacturing enterprises approved for tax holiday. Guyana and 
Trinidad & Tobago go even further and allow such enterprises to claim 
these deferred depreciation deductions at accelerated rates allowed 
under ordinary Income Tax rules . On the other hand, Barbados, Jamaica 
and St. Kitts expressly forbid t h i s . - ^ 
l j As wi l l be observed from Appendix III to this report, with the 
exception of Dominica and Bel ize , a l l the t e r r i t o r i es allow faster 
recovery of capital by allowing a higher deduction than i s normally 
allowed. This concession i s widely available to any enterprise 
incurring expenditure on plant, machinery, and, in most cases, 
industrial building. 
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45, Deferment of normal depreciation deductions means t h a t m enter-
prise can claim these deductions against p r o f i t s accruing.to i t ©n 
expiry of the periods The result naturally i s to reduce the taxable 
p r o f i t s of the enterprise during this subsequent period. It can "be" 
taken to mean either an extension of the tax holiday period or, eve® 
more appropriately^ the grant of a substantial investment 
I t is more in the nature of investment allowance because the extent of 
re l i e f from income tax i s t ied up to the amount of investment in 
depreciable assets = which'is prec isely what a straightforward 
9/ investment allowance i s supposed to do0 ^ 
46o But t h e real ly disturbing aspect of the concession t o compute t m ' 
holiday p r o f i t s without making depreciation deductions a r i s e s beca©®^ 
dividends are payable t a x f ree in these t e r r i t o r i ee to t h e ful l extes&t 
of p r o f i t s thnuL's calOTl&tedo I t i s quite conceivable that on the expiry 
of the tax holiday period (or within a short while thereafter) an 
enterprise enjoying this concession may not only have no r e s e r v e s -tor • 
further expansion tat also have no funds l e f t with I t se l f even t o 
replace i t s old assets so as to maintain i t s existing level of 
production® The l ikel ihood of such a situation• arising i s part icular ly 
strong when tax exemption of dividends paid out of t a x h o l i d a y p r o f i t s 
i s made conditional to distr ibutions being within t h e t a x h o l i d a y 
and a short period thereafter 9 as Is the case in Barbados, Gmyana, m& 
-Bte Kitts. 
v) Carry-forward of Lossesg 
47. Some t e r r i t o r i e s make no special rules f o r carry-forward ©f l@sse®g 
i f any? incurred by an enterprise during the period f o r which i t enj©y© 
tax holiday^ In the absence of any special provision^ the rules applying 
8 / Deferment f o r a period off 10 years would be equivalent to an 
investment allowance off 61$ assuming that the normal deductions 
are allowed at the rate off 10$ off capital cost^ on the decl ining 
"balance method0 
§ / Barbados and Jamaica offffer outside of the incentive laws9 a 
straightforward investment allowance of 20$ on expenditure-
incurred on plant and machinery by _any enterprise engaged in 
designated basic industrieso The allowance can be claimed 
against p r o f i t chargeable to tax0 
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t o ordinary b u s i n e s s l o s s e s are p o s s i b l y be ing app l i ed i n t h e s e 
t e r r i t o r i e s t o l o s s e s incurred i n the t a x h o l i d a y p e r i o d . Normally, 
trade l o s s e s not s e t o f f aga ins t income from other s o u r c e s i n the same 
year can be c a r r i e d forward to subsequent y e a r s . Ant igua, B e l i z e and 
Dominica f a l l i n t h i s group. 
48 . Barbados, Grenada, Jamaica, Montserrat and S t . Vincent belong t o 
the group which a l lows l o s s e s not w r i t t e n o f f during t h e t a x h o l i d a y 
per iod i . e . ne t l o s s e s , t o be c a r r i e d forward to the year or years 
immediately f o l l o w i n g and s e t o f f a g a i n s t the income of the same 
e n t e r p r i s e . Barbados a l l o w s carry-forward of such l o s s e s f o r 5 y e a r s , 
and Grenada, Jamaica and Montserrat f o r 6 y e a r s . S t . Vincent a l lows 
an i n d e f i n i t e carry- forward provided the s e t - o f f does not reduce the 
income t a x payable i n any one year by more than 50$. In Barbados, 
under the tax h o l i d a y op t ion which does not a l low deferment of 
d e p r e c i a t i o n d e d u c t i o n s , the law s p e c i f i c a l l y a l lows such deduct ions t o 
be inc luded in the computation of l o s s i n the tax h o l i d a y per iod . But 
i n Jamaica, under a s i m i l a r opt ion such deduct ions are s p e c i f i c a l l y 
excluded i n the computation of t a x - h o l i d a y per iod l o s s to be c a r r i e d 
forward. Thus, the Jamaican p r o v i s i o n i s more r e s t r i c t i v e than the 
Barbados p r o v i s i o n . Grenada and Montserrat p r e s c r i b e the same r u l e as 
Jamaica, and S t . V i n c e n t ' s ru le appears t o be i n l i n e w i th Barbados i n 
t h i s r e s p e c t . But w h i l e Barbados, Jamaica and S t . Vincent a l low l o s s e s 
c a r r i e d forward t o be s e t o f f aga ins t the subsequent income of the same 
e n t e r p r i s e , Grenada and Montserrat do not seem to impose such a 
r e s t r i c t i o n . 
49 . Guyana, S t . K i t t s and Trinidad & Tobago a l low any l o s s incurred 
i n the t a x h o l i d a y per iod t o be c a r r i e d forward and s e t o f f a g a i n s t the 
income i n subsequent y e a r s . They do not require t h a t o n l y l o s s e s not 
w r i t t e n o f f during the same per iod can be c a r r i e d forward. Thus there 
need be no n e t t i n g of l o s s e s f o r the t a x h o l i d a y per iod as a whole . 
I n t e r e s t i n g l y enough, a l l the se three t e r r i t o r i e s a l s o a l l ow deferment 
of d e p r e c i a t i o n deduct ions u n t i l a f t e r the e x p i r y of the t a x h o l i d a y 
p e r i o d . Guyana and Trinidad & Tobago impose no l i m i t a t i o n on the 
per iod f o r which such l o s s e s can be c a r r i e d forward. Nor does S t . K i t t s . 
But S t . K i t t s r e q u i r e s that the s e t - o f f of such l o s s e s should not reduce 
the t a x payable i n any one year by more than 50$. 
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50o Barbados and Jamaica too offer a tax holiday option with deferment 
of depreciation deductions but both allow only net losses i3eD losses 
not written of f , of the tax holiday period to be carried forward and 
that too for a specified number of years. 
i 
(b) Duty-Free Importation 
51. As can be seen from Appendix II to this Report, concessions 
offered under this heading are principally of two types: 
i ) exemption of machinery, plant and construction 
materials from import duties, and 
i i ) exemption of materials and fuels from import duties. 
i ) Duty-free importation of machinery, plant and construction 
materials: 
52. All the territories provide for duty-free importation of machinery9 
plant and construction materials by approved enterprises for a specified 
periodo- This period usually terminates with the end of the tax holiday 
period. Generally speaking, the territories do not, however, extend 
this concession to the importation of items as might be required for 
effecting repairs or replacements to the existing machinery or plant® 
Barbados is an exception in that it specifically provides for the duty-
free importation of machine parts to be used for effecting repairs, so 
long as they are imported within the period of 10 years laid down for 
duty-free importation. Guyana withholds this concession not only from 
items imported as replacements of existing plant and machinery but 
also from all machinery and plant not of "British Empire origin"« 
53. Jamaican law authorizes the Government to withdraw this concession 
with respect to any article that Is produced locally and is both 
available in adequate quantity and also comparable in price and quality 
with similar imported articles. Other territories do not specifically 
make' similar provision0 But some of them seem to keep this consideration 
in mind while granting licence for duty-free importation to individual 
applicants., 
54. Belize offers duty-free importation of not only plant, machinery 
and building materials but also vehicles. Most other territories do 
not allow duty-free importation of ordinary commercial vehiclesD 
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i i ) Duty-free importation of materials and fuels? 
55® Materials going into the manufacture of exports are generally 
relieved of import duty? either through in-bond importation or through 
drawback of duty already paido As i s the practice almost a l l over the 
worlds the customs leg i s la t ions In the t e r r i t o r i es covered by this 
study contain appropriate provisions to this effect„ Barbados and 
Jamaica are the two t e r r i t o r i e s which have enacted separate incentive 
l eg i s la t i on f o r enclave enterprises I 0 e 0 those engaged exclusively in 
the manufacture of exports0 These leg is lat ions provide f o r duty-free 
importation of not only plant, machinery and construction materials, 
but also of materials 9 fuels 9 containers and labels«, 'Other terr i tor ies 
take recourse to the appropriate provisions in their customs 
leg is lat ions to grant duty-free importation of materials to enclave 
enterprises., All t e r r i t o r i e s s including Barbados and Jamaica allow 
duty-free importation of materials to home based enterprises also, 
with respect to their exports. 
56o As regards enterprises manufacturing f o r the domestic markets^ 
none of the terr i tor ies^ except Belize and StQ Luc ia s ~^ authorize 
through their respective incentive l eg is lat ion duty-free importation 
of raw materialso But various t e r r i t o r i e s do take recourse3 In 
varying degrees though, to their respective customs leg is lat ions to 
permit duty-free importation of materials to certain enterprises 
manufacturing f o r the domestic markets For instances, Guyana0 s l i s t of 
exemptions from import duty spec i f i c s 18 industries with respect to 
which certain imported raw materials can be imported duty free« I t 
10/ The Development Incentives Ordinance of Belize authorizes the 
Minister to "exempt any raw materials Imported f o r use in a 
development enterprise from payment of customs duty and entry tax 
on such terms and conditions as may be stated in the Ordero51 The 
Ordinance does not require that this concession be given to export 
enterprises or to enterprises manufacturing' any special productso 
I t i s believed that in pract ice the Government t r i e s not to allow 
duty-free importation of raw materials produced locally«- St„ Lucia9 s 
Development Incentive Ordinance does not s p e c i f i c a l l y provide f o r 
duty-free importation of raw materials but a Resolution of the 
Legislat ive Council9 deriving i t s authority from the Ordinance^ 
passed on 19 December 1968, grants this exemption spec i f i ca l l y « 
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appears, however, that the territory which has made most extensive use^ 
in recent years, of its customs legislation to allow duty-free importation 
of industrial raw materials and components is Trinidad and Tobagoo 
57. As in other territories, in Trinidad and Tobagos the principal 
incentive legislation dealing with pioneer industrial enterprises does 
not offer duty-free importation of raw materials0 The territory's 
special incentive legislations concerning cement, nitrogenous fertilisers^, 
and petrochemicals ^ ^ Industries offer duty-free importation of not 
only raw materials but also fuel and containers. In actual practice, 
however, enterprises engaged in other industries and granted the 
pioneer status have also been granted duty-free 'importation of raw 
materials® Even enterprises not approved for pioneer status may le , 
12/ and in fact are, granted duty-free importation of raw materials® — / 
58. Since the formation of CARIFTA, the member-territories other than 
Trinidad and Tobago are believed to have become more liberal, in varying^ 
degrees though, in granting duty-free'importation of industrial 
materials. They are believed to have been under strong pressure for 
the grant of this concession from enterprises manufacturing for the 
CARIFTA (including national) marketo This pressure derives its main 
strength from the argument that duty-free importation of raw materials * 
allowed to Trinidad and Tobago manufacturers places the competing 
manufacturers in the other member territories in an unfavourable 
competitive position within not only the CARIFTA market but also their 
respective national marketso 
5 
III . RELATED QUESTIONS 
59. No comparative study of tax concessions offered by different 
countries can presume to offer a satisfactory picture without giving 
JJL/ In the case of petrochemicals, a restriction wâ  Introduced 
whereby the approved manufacturer has to satisfy the Comptroller 
of Customs that such articles are not produced in the territory 
at reasonable prices0 
12/ On 30 June 1968, the number of pioneer enterprises enjoying 
duty-free importation was 102; the number of other assisted 
industrial enterprises enjoying this concession was 1840 
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some idea of the posit ion in each of the countries concerned with respect 
to such intimately related matters as the general level of income 
taxation^ government po l i cy in protection of domestic producers against 
foreign competition^ tod other toon-tax*-'incentives .offered..by-.the. government 
f o r promotion of industrial development* An attempt Is made in the 
paragraphs that fo l low to give some idea of the posit ion of the 
t e r r i t o r i e s covered by this study with respect to these related matters. 
Income Tax Levels 
60c As can be seen from Appendix I I I to th is Reports ^ange of tax 
rates applying to both companies and Individuals is quite wide. The 
rate of tax on company incomes ranges in the Area from 20$. in Montserrat 
to 51*7$ in Barbadoso At the same time, however^ i t cannot" be ignored 
that in ten of the twelve t e r r i t o r i e s , the spread is much narrower, 
namely between 37-|-$ and 45$c "With respect to individual incomes, again 
the range i s wide3 extending from the maximum.marginal rate of 20$ in 
Montserrat to 75$ in Barbados, Jamaica and Sto Kitts« Here too s nine 
t e r r i t o r i e s have maximum marginal rates between 65$ and 75$« But In 
Trinidad & Tobago and Jamaica^ fa l l ing into th is group of nine, the 
maximum rates of 65$ and 75$ respectively apply to -a much higher slab 
of income than in the remaining sevenQ In Jamaica, the maximum rate of 
75$ is payable on the portion of individual income exceeding $35,520 
whereas the same rate starts applying in St0 KItts on income exceeding 
$>18,500, and In Barbados on income exceeding $24,000« In Trinidad and 
Tobago, the maximum rate of 65$ i s payable on the portion of individual 
income exceeding $60,000 whereas the same rate starts applying in 
Antigua on income exceeding $14,400, in Ste Vincent on Income exceeding 
$15,000, in Grenada on income exceeding $20,000 and in St. Lucia on 
income exceeding $24,000O In Guyana, the maximum rate of 70$ i s payable 
at the portion of Income exceeding $14,500 whereas in Belize i t starts 
applying when income exceeds $35,000o 
610 On the whole, the existing pos i t ion with respect to the level of 
income taxation In the Area i s that the rates applying to company income 
are somewhat lower in less developed member t e r r i t o r i e s of CARIFTA than 
those applying in the rest of the t e r r i t o r i e s , but this i s not so with 
regard to individual incomes0 Montserrat apart, the burden of tax on 
- 23 -
individual incomes should work out to be higher in less developed 
t e r r i t o r i e s (and also Barbados and Guyana) than in Jamaica and 
Trinidad & Tobago® Belize^ which i s not yet a member of CARIFTA^ i s 
in the same pos i t i on as the less developed member t e r r i t o r i e s of 
CARIFTA. 
62o In this connection i t i s important to note also that, unlike the 
rest of the t e r r i t o r i e s s Trinidad and Tobago now subscribes to a system 
of company taxation under which a company pays tax on i t s p r o f i t s on 
i t s own behalf3 and not on behalf of i t s shareholder Therefore^ the 
d is tr ibut ions are separately taxable0 Thus a company in Trinidad pays 
45$ tax on I t s p r o f i t s and a withholding tax on i t s d istr ibut ions made 
abroad® (Th e statutory rates la id down f o r various types of d is tr ibut ions 
are subject , howevers to b i l a t e r a l tax agreements with d i f f e r e n t 
governments„) ^ ^ Jamaica too has recently announced i t s intention to 
adopt a similar system as from 1970 when the rate of tax payable by 
companies on the i r own behalf w i l l be set at 35$ and the withholding 
tax on d i s t r ibut i ons j made both l o c a l l y and abroad^ w i l l be payable 
at the rate of 37-|$0 In the rest of the t e r r i t o r i e s 9 the whole tax 
paid by the Company with respect to the d istr ibuted part of i t s p r o f i t s 
i s a withholding tax* Therefore, there Is no further withholding t o 
be made on d is tr ibut ion 0 
Protect ion from Foreign Competition 
63o I t i s estimated that in Jamaica nearly two-thirds of the enter-
pr ises manufacturing f o r the home market and enjoying income tax 
holiday and other concessions are, at the same time, enjoying some 
degree of protect ion from fore ign competition® In most cases, 
pro tec t ion has been given through quantitative r e s t r i c t i o n s imposed 
under a system of import l icensingo 
13/ In the Tax Agreements negotiated so f a r , substantial reductions 
have been agreed upon between Trinidad and Tobago and the 
countries concerned* The e f f e c t i v e burden of the withholding' 
tax on distr ibut ions going to these countries i s naturally much 
lower than what i t would be i f the f u l l statutory rates were 
applicable^, 
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640 In Trinidad and Tobago too , protect ion of tine home market f o r 
domestic manufacturers has taken the form mostly of quantitative 
res t r i c t i ons on imports« The l i s t of items subject to quantitative 
r e s t r i c t i o n s , cal led the Negative L i s t , has grown to great proportions 
in recent years0 As in Jamaica, in Trinidad and Tobago too in most 
cases enterprises receiving benef i ts of tax holiday and duty-free 
importation of plant, machinery and, even, raw materials have, at the 
same time, been extended protect ion from foreign competition« Agains 
in Trinidad also protect ion has been given largely by imposing 
14/ quantitative r es t r i c t i ons on imports of similar foreign goodss — ' 
65* Jamaica and Trinidad & Tobago together account f o r 85$ of the 
total gross manufactured product of the Area® Both the t e r r i t o r i e s 
appear to be making l i b e r a l use of the system of import l i censing in 
imposing quantitative r e s t r i c t i o n s on imports of fore ign substitutes 
and thereby protecting the i r enterprises manufacturing f o r the home 
market0 Not much use seems to have been made of the higher t a r i f f s to 
protect the home products c In both the t e r r i t o r i e s , import l i censing 
which now covers a f a i r l y wide range of items has been o f f e red large ly 
in addition t o , and not in l i e u o f , tax concessions that the 
manufacturers have been granted under the ir respective incentive 
programmes«, 
66e While in- the rest of the t e r r i t o r i e s a l s o , ' the Governments.'have aimed 
themselves with power to impose quantitative r es t r i c t i ons on imports, 
this power Is not being exercised as f r e e l y as in Jamaica and Trinidad 
& Tobagoo The explanation f o r this res tra int in the other t e r r i t o r i e s 
•is not necessar i ly that they are scept ica l of the advantages of this 
form of protec t ion , but poss ib ly because they have fa r fewer import 
substitute industries to protect* 
670 I t i s bel ieved that as a pre-condit ion to granting protect ion 
through quantitative r e s t r i c t i o n s , - t h e manufacturer i s usually asked to 
M / Between January 1967 and June 1968, as many'as 80 additional t a r i f f 
items were placed on the Negative List» During the same period, 
85 f a c to r i e s enjoying income tax holiday and/or duty- free 
importation are bel ieved to have started production» 
- 25 -
assure (and even demonstrate with facts said f igures , Ms ab i l i t y im this 
respect) not to raise prices f o r the consumers of Ms products Tby more 
than a reasonable margin above the similar imported products. ,'At the 
same time, the Governments retain to themselves the right to issue 
l icences for imports, as and when i t has reason to bel ieve either that 
the local manufacturer is unable to meet the entire local demand, or 
that the prices the consumer i s being called upon to pay f or the local 
product are un just i f iab ly high* I t appears, however, that in actual 
pract ice the overall impact of quantitative res tr i c t ions on imports has 
generally been to raise consumer prices« 
Other- Non-tax Incentives 
680 Several t e r r i t o r i e s o f f e r not only tax concessions and protections 
but also several other f a c i l i t i e s to industrial enterprises» For 
instance, in Barbados four s i tes have been earmarked f o r industrial 
developments The Barbados Development Board o f f e r s factory .space at 
these s ites at concessional rental and is even prepared in certain 
circumstances to construct a factory at the c l i e n t ' s request. In Jamais©,, 
the Industrial Development Corporation constructed 24 factor ies at a e@at 
of $8» 2 mil l ion between 1956 and 1963 and rented them out to inanufactus*®™0 
In the 1963-68 Development Plan, a l i t t l e over mil l ion a year was 
projected f o r factory construction by the Corporation» The rentals 
charged by the Corporation are said to contain an element of small 
subsidy. In Trinidad and Tobago too , the Industrial Development 
Corporation had, by the end of 1966, 114 factory s i tes to o f f e r in 
various industrial estates developed by i t» But of these only 20 ha« 
been occupied so far» In other t e r r i t o r i e s , this type of assistance, 
i f any, is in i t s infancy, 
69» Provision of finance on favourable terms 'as an incentive f or 
industrial development, i s not being used on any great scale» But 
inst i tut ions have been, or are being, set up in some of the 
t e r r i t o r i e s to provide finance f or industrial development on 
favourable terms» Jamaica has air ady established a development bank 
of i t s own and Trinidad is in the process of establishing one in the 
very near future» The principal ob ject ive of these inst i tut ions i s to 
o f f e r f inancial help on reasonable terms to local entrepreneurs» 
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70* On the whole, it appears that of the incentives offered in the Area 
to supplement tax concessions, protection from foreign competition is by 
far the most important« Other non-tax incentives do not seem to have 
played any significant role, at least not so far, in the whole package 
of incentives available to manufacturing enterprises coming up within 
the Area* 
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Chapter IV 
EVALUATION OF EXISTING TAX INCENTIVES 
71. Evaluation can only be made in terms of a set of certain objectives. 
The principal objective of the tax incentives offered to manufacturing 
industries in the territories covered by this study was, no doubt, to 
promote industrial development., But industrial development is promoted 
not for its own sake but with a view to helping attain certain economic 
goals.. In the Caribbean context, accelerated industrial development is 
aimed at with a view to both diversifying the economies and at the same 
time accelerating the rate of growth of domestic incomes, through a 
fuller and better use of local resources. 
72. Diversification of the economy would call for a shift in emphasis 
from traditional areas of production and investment and re-channelling 
of available savings, domestic as well as foreign, in the development of 
1/ 
non-traditional areas of production« —' At the same time, i t may as well 
be an objective of economic po l i cy to rely as l i t t le as possible on 
2 / 
foreign funds for the country's development. —' In that case mobilitati®® 
of local savings and their redirection to industrial development will 
become objectives in themselves. 
73. Accelerating the rate of growth of domestic incomes presumes a 
fuller and better use of available local resources. While most of the 
territories would want to accord a rather high priority to the use of 
local manpower, ^ the fullest development of local physical resources 
\/ Guyana's 1966/72 Development Programme accords diversification of 
output "our f irst priority". See P. I I . 1 . 
2/ See Trinidad and Tobago's 1969-73 Draft Plan. Pp. 107-8. 
j i / Jamaica's 1963-1968 Plan, f o r instance, referred to the territory's 
employment problem as one "which stands in the centre of its policies 
and programmes" and went on to say that "the measures designed to 
stimulate activity in the private sector are aimed at the provision 
of an increasing number of jobs from year to year". See Pages 55-56 
of the Plan. 
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with maximum possible benef it accruing to the country. Is also accorded 4/ 
a high p r i o r i t y . —7 
74, I t Is in the l ight of the above ob ject ives that the system of 
industrial tax Incentives^ which now obtains in the t e r r i t o r i e s covered 
by this study, has been appraised in the fol lowing paragraphso An 
attempt has been made In this chapter both to make an overall evaluation 
of the impact of existing industrial tax incentives of fered in the Area 
and also to evaluate major concession o f fered under the present system 
separately,, But i t goes without saying that I t i s in their t o t a l i t y 
that these concessions, in combination with non-tax concessions of fered 
by the t e r r i t o r i e s , would exercise their bene f i c ia l impact® 
. Io OVERALL EVALUATION 
75e ^ Relevant and complete information., necessary f o r an evaluation of 
tax incentives in terms of their impact on investment,- employment and 
value added In the manufacturing sector. Is d i f f i c u l t to come by f o r 
all the t e r r i t o r i es « However, even i f s u f f i c i e n t information were 
available, evaluation In these terms i s not easy to make0 Any exercise 
in such evaluation encounters a principal conceptual d i f f i c u l t y , namely 
the d i f f i c u l t y of separating gains in value added, employment or invest-
ment attributable1 to tax incentives from gains that would have accrued 
otherwise® "Would a given investment have taken pl^ce in the normal 
course, i f no tax incentives were o f fered? Assuming that the answer i s 
no, how much investment would have taken place In the absence of tax 
incentives? Only then would one know, what gains in investment to 
attribute to tax incentives0 The same goes f o r gains in employment and 
value addedo ' -Thus i t i s in only very broad terms that an evaluation 
can be made and that too with respect to the t e r r i t o r i e s f o r which some 
information i s forthcomings 
760 In Jamaica, between 1950 and 1966, a to ta l of 134 fa c to r i e s had 
been established under i t s various incentive lawse The investment 
involved in these fac tor ies .is estimated at $170 milliono By the end 
4 / See Jamaica0 s 1963=68 Plan, P0 530 
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of 1967, the number of these factories had risen to 168 and employment 
in these factories stood at 10,000 which comprised about 15$ of total 
industrial employment. In Trinidad and Tobago, the number of pioneer 
factories (i»e„ those enjoying both tax holiday and duty-free 
importation), established t i l l the end of 1966, was 136 and the 
investment in these factories was estimated at $210 million; employment 
was estimated at 6,650» By the end of 1967, the number of these 
factories had risen to 147 and employment to 7,550. Employment in 
pioneer factories comprised nearly 16$ of the employment in the 
manufacturing sector. In addition, a good number of factories were 
established in Trinidad with Government * assistance limited mainly to 
duty-free importation of plant and machinery and also raw materials. 
These provided employment to an estimated 6,500 workers. Thus the 
total employment provided by both pioneer and other assisted factories 
accounted for about 30$ of the total industrial employment» 
77. I t is significant that in Trinidad and Tobago, between 1964 and 
1968, investment in factories accorded pioneer status was nearly five 
times as high as that in factories approved for other assistance. But 
the estimated additional employment in the two categories of factories 
was very nearly the same, i . e . 4,000 each. This could possibly be 
taken as an indication that capital intensive enterprises could be 
attracted when duty-free importation was combined with income tax 
exemption which, in Trinidad,, includes a sizeable investment allowance,» 
78. Equally significant is the fact that in Jamaica, of the total 
employment in factories set up under incentive laws, nearly half was 
accounted for by factories manufacturing exclusively for exports. Over 
the period 1960 to 1967, the increase in employment in export factories 
accounted for about 65$ of the total increase in employment in factories 
established under incentive laws. The only additional tax benefit 
offered to export factories ( i . e . over and above those offered to 
approved factories manufacturing for the home market) was duty-free 
importation of raw materials and fuels - a benefit they were legimately 
entitled to even if there was no incentive programme in operation. In 
Jamaica, unlike in Trinidad and Tobago, duty-free importation of raw 
materials to factories producing for the home market was more an 
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exception than the ruleo And even an active po l i cy of protect ion from 
foreign competition was not adopted unti l 19650 Since then, progress in 
the establishment of home based enterprises has been more rapid than in 
the past® Jamaican experience could possibly be taken to indicate thatP 
for home based enterprises, exemption from income tax was perhaps less 
important than protection or duty-free importation of raw materials 
combined with that of plant and equipments, 
IIo SEPARATE EVALUATION OF CONCESSIONS • 
Income Tax Exemption 
79o. Exemption from income tax r e f l e c t s i t s e l f in a higher net return 
f o r any enterprise® Therefore, the f u l l e r this exemption and the longer 
the span of this exemption, the greater i s the gain to thr enterprise0 
Of course, the assumption is that (a) the enterprise makes p r o f i t s during 
the period of the tax holiday, and (b) the benef i ts of tax exemption 
extended to the enterprise cannot be, or i s not actually, pre-empted by 
5/ some other governments« ^ 
80. While, therefore , there i s no doubt about the attractiveness of 
income tax exemption, i t is important to note that this attract ion i s 
being-of fered with v i r tua l ly no strings attached« Generally speaking, 
c 
exemption from income tax extends to the whole of p r o f i t s during the 
period of tart holiday regardless of what return they represent on capital 
invested® Also, It i s available to a l l approved enterprises^. In a few '9 
of the t e r r i t o r i e s » there do exist provisions f o r d i f f erent ia t ing 
between enterprises« But even In these t e r r i t o r i e s d i f f e rent ia t i on i s 
not tied up to .any object ive criteria«, Lately, however, an attempt has 
been made in a few t e r r i t o r i e s to t i e up some amount of d i f f e rent ia t i on 
with the development of backward regions® 
5 / In their tax agreements with other countries, the t e r r i t o r i e s of the 
. Areas have not had much success so far in securing tax sparing 
arrangements so as to prevent formal pre-emption of exemptions 
extended by these t e r r i t o r i e s 0 In actual practice^ the enterprises 
enjoying exemptions have several ways open to them to avoid 
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81, The existing posit ion with respect .to income tax exemption 
therefore , i s that, barring a few exceptional cases, i t is available to 
approved enterprises without any quali fying requirement or r e s t r i c t i o n . 
There is no requirement that t ies up the extent or length of the 
exemption to any performance benef i c ia l to the economy. Nor i s there 
any restr i c t ion imposed with respect to the use of the p r o f i t s thus 
exempted, or even the portion thereof which represents saving in tax. 
Tax Exemption of Dividends 
82, I f all the t e r r i t o r i e s were subscribing to the same system of 
company taxation as obtains in Trinidad and Tobago since 1966, and as 
i s being introduced in Jamaica from 1970, the question of exempting 
dividends could be considered independently of the exemption of company 
income. Under the system of company taxation that obtains in the other 
t e r r i t o r i e s , the company pays tax on behalf of i t s shareholders. The 
exemption of dividends in the hands of shareholders was, therefore, 
only a log ica l extension of the exemption of the company's p r o f i t s from 
income tax. 
83, But the exemption of dividends on the -condition that tax holiday 
p r o f i t s are distributed within a given period i s impossible to j u s t i f y 
because i t defeats one of the principal objectives of the whole system 
of tax incentives, namely, encouraging investment in industries. ¥hem 
an enterprise is allowed to defer depreciation deductions until the tajc. 
holiday period has expired, the exist ing rule requiring distribution of 
the tax holiday p r o f i t s within a given period becomes doubly o f fensive 
because i t almost forces the enterprise to f o ld up within that period. 
84, As regards the rule that exemption o f dividends is available only 
i f the non-resident rec ipient is not taxable on such receipts in his 
home country, i t appears that the underlying intention i s conveyed only 
by the Jamaican provision whereby the shareholder i s rel ieved of tax to 
the extent that the terr i tory does not forego i t s revenue to the fore ign 
treasury. 
Tax Exemption of Interest Payments 
85» Exemption of interest in the hands of recipients may be j u s t i f i e d 
in certain special circumstances, f o r instance where the capital 
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structure of a company is unavoidably debenture - or loan^drient^d.: But 
its implications in terms of revenue foregone for the territory granting 
the exemption ought to be clearly understood. 
86« Interest payments are ordinarily allowed as a deductible expense 
in the computation of chargeable profits or losses» If the deduction 
of tax exempt interest is allowed in the computation of losses to be 
carried forward, interest payments become a device for extending oness 
tax holiday beyond the formal period. As things stand, only one 
territory, namely Barbados, provides a safeguard against such abuse®.; 
870 Even granting that safeguards can be taken to prevent use of 
interest payments as a device for extending the tax holiday period, it 
may st i l l not be to the advantage of the territory concerned to give 
exemption on interest payments, if interest is payable abroad. "When 
tax becomes payable on interest payments, i.e* on expiry of the tax 
holiday period, the rate at which non-resident recipients become liable 
is much lower than the rate at which tax Is payable on company profits. 
This is largely so regardless of the system of company taxation but it is 
more so under the system obtaining in Trinidad and Tobago. From the 
point of revenue, debenture or loan financing of capital, particularly 
when it comes from abroad, is to the disadvantage of the recipient 
country0 But exemption of interest payment encourages precisely this 
type of capital financing from abroadD 
Depreciation Deductions 
88« Accelerated depreciation deductions allow early recovery of amounts 
invested in depreciable assets and can, therefore, be said to reduce 
risko Investment allowances permit recovery of capital larger than that 
actually investedo Deferment of depreciation deductions is also a 
device permitting recovery of amounts larger than those actually invested 
and is, In effect, an Investment allowance, though specially devised for 
enterprises enjoying tax holiday0 Investment allowances (including 
deferment of depreciation deductions) permit a higher net return. So 
does a straightforward exemption from income tax. But the difference 
is that the earning of a higher net return is tied up with the level 
of investment In one case whereas in the other case i t is tied up to 
nothings except, of course, the establishment of the enterprise itself . 
- 33 -
89« I t could be argued that in economies confronted with the problem 
of large unemployment^ investment allowances are inappropriate since 
they would create a bias in favour of capital as against labour» To 
the extent that these two factors are mutually substitutable, the 
objection is quite valid e But, by and large, the scope for 
substitution is extremely limited in most areas-of manufacturing» 
In fac t , given the technology, which cannot undergo any major 
readjustment in the short run at least , investment in plant and 
machinery should help create additional jobs«,'"Where an enterprise i s 
manufacturing for export9 any readjustment in technology may be 
undesirable even when i t is feasible e In such a context , to t i e up a 
given addition to the rate of net return with the level of investment 
might serve the economy better than to leave i t altogether untied© 
90o What is objectionable^ however, about the investment allowance 
given in the form of deferment of depreciation deductions beyond 
the tax holiday period is to allow these accumulations to be distributed 
as tax exempt dividends« Even more objectionable is the rule requiring 
early distribution0 
Carry-forward of Losses 
91« The permission to carry forward losses, i f any, of the tax holiday 
period is evidently intended to take care of genuine cases of hardship® 
Ordinarily, most enterprises would expect to make l i t t l e pro f i t in the 
f i r s t one or two years of production* Tax exemption during this early 
phase means l i t t l e to themQ I t is only the exemption beyond this phase 
that holds promise of tangible gain to them« Any enterprise^ therefore^ 
weighing gains of tax holiday would consider the period as a whole 'and 
only i f these are attractive enough wil l i t decide to undertake the 
ventureo I t i s , therefore9 only appropriate that in permitting the 
carry forward of losses, the entire tax holiday period is treated as 
one accounting period and only net losses are allowed to be carried 
forwardo 
920 I t could certainly be argued that for the tax exemption incentive 
to be effectives, I t should be available to an enterprise during the 
period when i t i s actually making reasonable profits® Some territories 
o f f e r the option whereby an approved enterprise could choose any date 
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within 3 years of the date of production for the tax holiday to commence. 
This is evidently intended to achieve the above purpose» But in these 
territories only the net loss of the tax holiday period can he carried 
forward. 
> » 
Duty-free Importation of Plant and Machinery 
93. The general case for granting this concession rests on the promise 
that high tariffs on plant and machinery raise capital costs and, there-
fore, deter investment. But in this Area this concession serves 
principally to eliminate the tariff differential against non-Commonwealth 
sources with respect to imports of plant and machinery.. Preference 
tariff on most items of plant and equipment is, by and large, very low 
in this Area and, therefore, unlikely to be a major consideration 
influencing investment decisions. But the differential against non-
Commonwealth sources is large enough-^ to influence the'decision 
regarding the source of import,, Once an item of plant or machinery is 
imported, it would ordinarily ae an objective of economic policy to use 
it as intensively as possible® Thereby, a developing economy not only 
saves, usually scarce, foreign exchange but also possibly raises the 
value added for every dollar of capital cost already incurred. Following 
this line of reasoning, i t should also be in the interest of a developing 
economy to encourage the repair of existing machines and discourage their 
7 / premature replacement. —' 
Duty-free Importation of Eaw Materials 
94. As regards duty-free importation of raw materials, fuel and packing 
materials, the present situation, especially as it has evolved since the 
formation of CARIFTA, is somewhat confused.,, Generally speaking, duty-
free importation of raw materials regardless of the processing undergone 
abroad creates a bias not only against local substitutes but also 
6/ The differential now ranges between to 15$. 
jJ The present policy for excluding machine parts from duty-free 
importation does not, therefore, serve the best interests of the 
territories. In a developed economy, of course, where the problem 
principally is of slackening total demand, economic policy might 
seek exactly the opposite. 
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against local inputs, labour and material® Therefore,, this concession 
would generally militate against local processing« 
95. Where imported raw materials e t c . go into the manufacture of 
exports, duty-free importation may have to be allowed far more l i bera l l y 
than when they go into the manufacture., of import substitutes® Even 
with respect to exports., however,'the object ive o f - incent ive po l i cy 
must always be the encouragement of maximum processing at home« 
I I I . EVALUATION OF NON-TAX CONCESSIONS 
96. ( Of the non-tax concessions,, the concession that Is most used i s 
the protection from foreign competition0 Other concessions, namely, 
provision of factory s i tes at favourable rentals and provision of 
f inance, have by comparison remained in the background and i t i s quite 
unl ikely that they would have contributed s ign i f i cant ly to industrial 
development in the Area« On the other hand, protect ion seems to have 
helped s ign i f i cant ly in the development of home based industries. 
Protection from Foreign Competition 
970 Formally speaking, protection from foreign competition i s not part 
of the scheme of tax incentives o f f ered to industries; s t i l l , protect ion 
i s currently being o f fered in the Area mostly in combination with tax 
concessions« At the same time, whatever protect ion i s o f fered, i t i s 
given through quantitative restrict ions- much more than through high 
t a r i f f s • 
98n To some extent at least protect ion and tax concessions o f fered 
under incentive programmes' overlap« I f duty-free importation of plant 
and machinery and raw materials reduces the input cos ts , protection 
allows output pr ices to be raised« Thus protect ion and duty-free 
Importation f a l l in a d i f f erent category than income tax exemption 
because the la t ter presupposes the earning of p r o f i t s whereas duty-free 
importation and protect ion, both , 'he lp in the very earning of these 
p r o f i t s . I t i s in this l ight that the experience in Jamaica with respect 
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to home based industries i s to be viewed0 =* • Duty-free importation and 
protection are close substitutes, depending of course upon the extent of 
import content of an industry0s output., On the other hand, income tax 
exemption would largely complement but not replace duty-free importation 
or protection*. 
9 9 A s regards the choice between high tari f fs .and quantitative 
restr ic t ions , It appears that the balance of advantage generally l i e s 
with the former as a method of protection,, Firstly^ reliance on the 
latter places a considerably greater burden on the administrative 
machinery0 It'becomes the function of administration, constantly to keep 
reconciling the demands of the local industries for protection against 
foreign imports with the obligation to the consumers of supplying the 
goods af fected at reasonable prices - a none too easy task as experience 
in the Area seems to indicate0 On the other hand, while protection 
through higher t a r i f f s i s no doubt premised on a certain increase in 
the prices to the consumers^ i t imposes no responsibil ity on the 
administration to prevent the prices from rising - a responsibi l i ty 
which,, in any case, may be d i f f i c u l t to f u l f i l * Secondly^ protection 
through higher t a r i f f s has an advantage over that through quantitative 
restr ict ion that It retains some element of competition, or at least 
of the threat of competition«, Thirdly, within the framework of the 
former, to the extent that imports s t i l l meet part of the local demand̂  
the treasury, and not the import trade, appropriates the gain from the 
higher prices of imports*, And this gain in revenue would naturally 
reduce the need for the Government to raise revenue through other 
8/ Ev&luati6h~of tax incentives In" other parts of the world confirms 
that businessmen tend to consider protection more important to them 
than income tax exemption0. InMexicoDs case, for Instance, I ts 
high t a r i f f i s considered possibly the biggest factor in promoting 
new industrieso In Central America, too, t a r i f f protection i s 
considered more important than incentives,, (George E» Lent9 Tax 
Incentives for Investment in Developing Countriesg in IMF Staff 
Papers, July 1967, Po281o) — 
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taxes f o r whatever purpose such revenue may he spent; one of"-such^ 
purpose's may be to subsidise certain commodities to keep their prices 
from r i sing* ^ 
IV. 'AMNISTHÀTIVE AEMNGEMMTS 
100® In the grant of various tax concessions discussed above, a l l th© 
t e r r i t o r i e s subscribe to the pr inciple of s e l e c t i v i t y with respect to 
both industries and enterprises,, There can be no doubt that the 
se l e c t iv i ty approach re f lec t ing the p r i o r i t i e s that inform a territory 0® 
economic po l i cy should secure optimal returns f o r the sac r i f i c e Involvefi 
in the grant of incentives„ Unfortunately, however, the guidelines laM 
down in the respective statutes f o r selection are so very wide and vagpie 
that too much responsib i l i ty i s placed on those administering the 
incentives arrangements. When administration i s cal led upon to apply 
c r i t e r ia of se lect ion which are not spelt out prec i se ly , i t leaves 
considerable room f o r arbitrariness in their application not only b@tw®@$) 
one industry and another but also between one enterprise and another 
within the same Industry«, I t i s doubtful i f in actual .practice the • 
se l e c t iv i ty approach, as has been applied in the t e r r i t o r i e s , secured 
optimum results® Also, in the regional context, the existing arr&ng«©s&t 
has led to d ispar i t ies in the dispensation of tax incentives between 
member t e r r i t o r i e s , part i cu lar ly with respect to enterprises within ttae 
same industryo 
101. As has been observed ear l i er in this chapter, once an enterprise 
o 
manufacturing a spec i f i c product i s approved, tax concessions are o f fered 
by and large, on a non-discriminatory basis0 Regardless of whether 
9/ Lately, there has been some amount of rethinking In the Area on 
both the role of protection and the choice between quantitative 
protection and high t a r i f f s Q For instance, Trinidad and Tobago0s 
Third Plan not only ca l l s f o r a review of the l i s t of items sub-
j e c t to quantitative import res tr i c t i on but also enjoins that, in 
future, generally speaking an industry should not expect to r®cei?® 
both pioneer status and protect ion at the same time as far as 
poss ib le , quantitative res t r i c t i ons should be replaced by higher 
tarif fs . 
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or in spec i f i c terms such as in regard to employment, use of local 
physical resources, or balance of payments, the approved enterprises 
are9 generally^ e l ig ible f o r the same set of concessions Even in 
terr i tor ies where there exist provisions authorising the Governments 
to o f f er partial concessions i®e0 a percentage rather than complete 
exemption from income tax, l i t t l e exists by way of guidance as to the 
basis of d i f ferent iat ion between enterpriser Nor have any c r i ter ia 
and procedures been developed In actual practice for the evaluation of 
enterprises with a view to making use of this power to d i f ferent iate 
between enterprises0 
102o Further., while the selection procedures which have evolved over a 
period seem to require a f a i r l y detailed examination of applications 
before they are granted or rejected^ l i t t l e time or resource i s being 
devoted in any of the terr i tor ies on the evaluation of the actual 
performance of the selected enterprises0 Once an enterprise i s selected^ 
the tasks of administration are limited to making sure that -
( i ) the factory i s established or starts production on time, 
( i i ) the factory does not employ any unauthorised foreigner, and 
( i i i ) the factory does not abuse' the duty-free importation 
'concessions^, 
103o As things stand, in most terr i tor ies the approved enterprises ar® 
under no obligation to furnish at regular intervals f u l l information 
on their operations during their tax holiday period© The result i s 
that even i f the administration wanted to evaluate their performance^ 
« 
i t may find i t s e l f severely handicapped in the absence of adequate 
Information0 One of the f i r s t steps towards a perforaance-oriented 
administration of tax incentives would be to require^, by law, the 
submission by enterprises granted tax concessions of detailed 
information on their operations at regular intervalsG 
i 
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Chapter V 
ffiCOMMENBAFI ON S FOE REGIONAL HAMONIZATION 
I . REGIONAL INCENTIVE POLICY 
104» The express objectives of the free trade association established! 
by the CABIFTA Agreement are mot only to promote the expansion and 
diversi f icat ion of trade within the Area, but also to encourage balanced! 
and progressive development of the economies and to ensure that the 
benefits of free trade are equitably shared by the member territories» 
In the formulation of the regional incentive policy for industrial 
development, these very objectives of the Agreement can be said to providl® 
some broad guidelines» -
Speci f ic CARIFTA Guidelines 
105o At the same time, the Agreement sets certain spec i f i c guidelines 
for the regional pol icy f or tax incentives offered for the promotion 
of industrial development,, I t recognizes that "certain industries may 
require for their economic operation the whole or large part of the 
entire regional market protected by a common external t a r i f f or other 
suitable t a r i f f " . Also accepting "the principle of seeking to 
establish more industries in the less developed countries", the 
Agreement requires that "subject to existing commitment", the regional 
pol icy of incentives should bear in mind "the special needs of the less 
l/ 
developed countries for preferential treatment, such as so f t loans" =• 
106. Thus the Agreement c learly recognizes the need for -
(a) having to protect certain industries on a regional 
basis to provide them the whole or a large part of 
the regional market, and 
(b) for offering special incentives with a view to 
accelerating industrial development in the less 
developed member territories» ' ' . ' • " ' 
For industries in the f i r s t group. the Agreement envisages the use 
principally of the instrument of regional protection» For industries 
l / See Resolutions 4, 5 and 7 as reproduced in Annex A to the CARIFTA 
Agreement» 
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fa l l ing in the second group, the Agreement speaks of according special 
incentive 'treatment« I t i s not clear, however, whether or not the 
special incentives which the Agreement envisages included tax concessions 
over and above those offered' in the better developed member territories» 
This doubt has been raised because the Agreement exemplifies the special 
needs of the less developed member terr i tor ies in terms of their need f or 
soft loans only» 
107, That the Agreement completely over-ruled amy disparit ies between 
member terr i tor ies with respect to tax concessions would, however, be 
a very narrow interpretation of the relevant resolution. Surely, the 
authors of the Agreement could not have ignored that already at least 
one major member terr i tory , namely Jamaica, was just beginning to o f f e r 
additional tax concessions with a view to encouraging the location of 
new industries in the less developed parts within the territory» If 
the regional incentive pol icy were to concede to d i f f e rent ia l s in tax 
concessions a role in alleviating the imbalances in development within 
a terr i tory , such pol icy could not be spec i f i ca l ly precluded from using 
the same instrument for correcting imbalances between terr i tor ies» 
108» Perhaps the reference to tax-concession-differential was deliberately 
avoided, with a view not to restricting the scope of regional pol icy f or 
balanced industrial development. At the same time, the reference to so f t 
loans was possibly meant to broaden the sphere of action towards 
correcting inter - terr i tor ia l imbalances^ f o r , after a l l , the role which 
various non-tax factors play in stimulating or deterring development 
cannot be easi ly overlooked» For instance, serious infra-structural 
d i f i c ienc ies in certain terr i tor ies would be v ir tual ly impossible to 
compensate with tax incentives. Instead, posit ive action i s called for 
in correcting such def ic iencies to enable such terr i tor ies to attract 
industries, 
109, I t i s , therefore, assumed that the o f f e r of tax-concession-
di f ferent ia ls by less developed member terr i tor ies within the framework 
of a regional incentive pol icy is not ruled out by the Agreement, It 
would, however, be over-optimistic to rely entirely on the d i f ferent ia ls 
in tax concessions to secure balanced industrial development in the 
region. 
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Regional Strategy f o r Development 
110* "Within the broad ^framework of the CAB1FIA Agreement, the qia©®i&<m 
of harmonizing tax incentives can be said to assume several din©Mi®n&s0 
The objective of freeing and promoting trade among the t e r r i t o r i e s im 
commodities produced within the Area constitutes only one, a lbe i t 
essential , dimenslon0 Tax incentive po l i cy must, at the same t i « g , 
an integral part of the oversfli development strategy in the Aroa ssatfl 
should r e f l e c t the p r i o r i t i e s of such a strategy*, Development 
within the area w i l l , no doubt, have to take account of the r e l a t i w 
supply of fac tors of production within the Areac For instance ¡> ©mrimsrfc 
thinking in the Area on development planning not only accords tin© 
highest p r i o r i t y to the achievement of f u l l employment but ale© 1 ¡ny© 
great store bŷ  mobilization of domestic savings which are currently 
too low to meet the Area's capital needso 
111« The, re lat ive abundance of working force and scarcity of dom®iiiti© 
savings are phenomenon that the CARIFTA Area shares with most dewlop&s® 
countries a l l the world overQ But, the Area i s particularly toII 
endowed with respect to certain natural resources, as f o r e^ampl© 
bauxite, mineral o i l , natural gas and also f ores t products0 ftig 1$ 
apart from the particular advantage that much of the Area enjoy© mtfei 
respect to i t s location and climate, thereby making i t part icular ly 
attractive to tour is t industry* And these i t must f u l l y ©sploito 
Factory Scarc i t ies 
112o A rational incentive po l i cy should not be content^ howCT witti 
re f lec t ing factor supply situation indirect ly through i t s &rtici2Ll&ti@Ba 
of development priorities*, The incentive p o l i c y must d i rec t ly 
the relat ive supply posit ion of various factors® In doing so5 i t ©EHOSLM 
seek to secure maximum employment of the re la t ive ly abundant fact^im im 
the area because only thereby would increased industrial a c t i v i ty 
generate optimum additional income f o r the terr i tor ies Q 
Export Orientation 
113« The re la t ive ly small s ise of the CABIFTA market imposes ©ert&iia 
constraints on industrial development in the Area0 But these em. b® 
mitigated i f markets were found abroad for the industrial product© off 
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the Area» Otherwise, industrial development predicated on the market 
of this size might? in the case of several products, mean substituting 
high-cost local products for low-priced mass-produced imported products. 
In such cases, production for the domestic market alone is unable to 
realise economies of scale, and therefore takes place at sub-optimal 
levelso Incentive policy for the region mighty therefore, just i f iably 
wish to 'place an added emphasis on production for the markets outside . 
of the Area* -But production for the export market might be considered 
essential, and therefore worthwhile promoting, not only because i t 
helps achieving optimal scale but also because this may enable the 
economies to increase the employment of local resources, particularly 
labour, and thereby secure an increase in local incomes® It is probably 
for this reason that in several developing countries special incentives 
are offered not only to encourage home based industries to venture into 
the export market but also for the establishment of enclave enterprises 
which manufacture exclusively for export* 
114. Within the Area, some of the territories have already provided in 
their incentive programmes specially for firms producing exclusively 
for the export market„ Some other territories accord special treatment, 
at the time of selection, to such enclave enterprises, within the 
framework of their general incentive legislation. In the CARIFTA 
context^ naturally such firms will be producing only for export 
2/ outside of the Area0 ^ 
115® A view was expressed that i t was not necessary to harmonize 
incentives offered for such enterprises since their products will not 
compete for the Area market« This view, however, overlooks that in 
the absence of agreement on tax incentives for enclave enterprises, 
scope wil l remain for competitive bidding among the terr i tor ies for 
^oreign capital to come to enclave enterprises within their respective 
jurisdictionso On the other hand, agreement reached on incentives to 
enclave enterprises, will go one step further towards the goal of 
2/ This is already the case in both Barbados and Jamaica. But ' i t i s 
not clear i f other terr i tor ies , ,such as Trinidad and Tobago, do 
likewise® 
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balanced development of the economies of the Area expressed in the 
CARIFTA Agreement o ^ 
Related Questions 
116, Hfhatever regional policy is agreed upon on tax incentives, such 
agreement must take place within the framework of some understanding 
among the territories on such closely related subjects as the level of 
income taxation (including level agreed upon in tax agreements with 
third countries), the level of protection.and also the level of non-
tax incentives o Any scheme of incentives adopted without agreement on 
these intimately related questions would only amount to transferring 
the burden of mutual competitive outbidding among the territories from 
tax incentives on to these areas. Further, in this competition the 
larger and better developed territories will have a distinct advantage 
over the smaller and less developed member territories in the Area in 
always being able to offer more attractive terms0 This will only defeat 
the whole purpose of the exercise on incentive harmonization. 
117« Thus it would'appear that in seeking to harmonize tax incentives 
offered to manufacturing enterprises, agreement will have to be 
sufficiently broad-based as to cover the above questions, which, we 
feel, are closely linked to incentive policy« The territories should, 
in particularj agree broadly on the level of income taxation, 
particularly the level applying to companies, on the level of protection»', 
whether through the use of tariff or through quantitative restrictions, 
and oh the level of: -to---^f-f eirèd-to-- mànùfacturing 
enterprises,, Agreement on these matters should help considerably in 
the realization of a common incentive policy. 
118. As regards tax incentives, the regional policy should bear in mind 
the need for less developed territories to offer special incentives, 
conform to the broad strategy of development for the Area and also 
articulate directly the relative factor supply position in the Area® 
Zj Although this study is concerned with the manufacturing industry 
only, the line of reasoning taken here would apply as much to 
tourist trade as i t does to enclave type of manufacturing because 
in tourist trade also the "product" is very largely exported. 
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Such an incentive policy .would, i t appears 
local resources, 
business profits_ 
outside the Areac Even for enterprises 
export, i t would be desirable f o r the terr i tor ies to agree on a 
set of tax incentives. 
Ho PROPOSED SCHEME OF INCENTIVES 
119o Once agreement is reached on the broad contours of a regional 
Incentive policy s i t should be possible to proceed to the discussion of 
the scheme for incentive haraioni nation for the Area0 Such a scheme must 
down clearly"the following^ 
(a) scope of harmonization; 
(b) c lass i f i ca t i on of Industries; 
( c ) selection of enterprises; 
(d) level of tax concessions; 
(e) income tax r e l i e f s ; 
duty-free Impo rtatIon; 
property taxes and other 
trans I t i onal arrangement 
¡a) Scope of Harmonization 
120« Article 23 of C All FT A Agreement ci 
incentives offered to manufacturing industrioso I t might s t i l l be useful 
Lcate c learly the type of tax Incentives which i t i 
the scheme of incentive• harmonization should cover9 There need not b 
any argument that such a scheme should Include all incentives offered 
in the form of various types of income tax re l ie f or 
121« As regards taxes (such as property taxes) imposed by or on behalf 
of the Itecal bodies (municipalities, corporations, etc®), the present 
practice in almost all the terr i tor ies is to grant exemption therefrom 
to enterprises approved for income tax re l ie f s 0 But i t appears that in 
al l the terr i tor ies granting this exemption, except Barbados, the re l ie i 
given .thereby usually works out to be quite small relative to other 
re l ie fso It is generally agreed that this re l ie f could not have played 
any signif icant role in the industrial development of the territories* 
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On the other hand, in view of the limited financial resources of local 
bodies, the grant of this exemption (or its withdrawal) could make 
quite a difference to the i t financeSo Ordinarily, local rates of 
taxation would be expected to be related to their revenue requirements. 
It is therefore proposed that under the regional scheme of incentive 
for industries exemption from property and other local taxes should 
not be given« 
(b) Classification of Industries 
122. Selectivity should, as before, continue to be the principal basis 
for the grant of tax incentives to industries, to obtain optimal results 
for the sacrifice made in the area in terms of Government revenue that 
is thereby foregone. As noted earlier, the difficulty however with 
the existing territorial legislations on the subject of incentives is 
that the qualifying criteria, particularly for the selection of 
industries, are couched in very broad, and therefore necessarily vague 
terms. But criteria for selection of industries can be worked out only 
if the major elements of the basic strategy for industrial development 
were clearly known* In the absence of a clearly articulated strategy 
for the Area, it might .be difficult to build an industry-wise preferen©® 
into the scheme of tax incentives. 
123. At the same time, i t might be considered desirable to exclude 
certain industries in the Area completely from the purview of tax 
incentives,, ^ For instance, it might quite justifiably be felt that 
' taking: into" account ':ther.:exi&±ipg;;positi:on' in'-.the Area -with '-respebt '/to 
the availability of raw materials and the manufacturing capacity, it 
might not be necessary to give tax incentives for their expansion«, In 
that case, an agreed l ist of such industries as can be excluded from 
the purview of tax incentives altogether may be drawn up0 This could 
.be a first step in exercising selection between industries in the 
grant of tax concessions. 
4/ This approach, namely of listing the industries not eligible 
for a tax concession, has already been adopted by Trinidad and 
Tobago in the grant of rebate in income tax for increased 
exports® 
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124-u - Also,-as indicated above, i t Might be per fect ly just if ied, on 
purely economic considerations9 to encourage industries engaged 
exclusively In the manufacture of export goods« Such enterprises wil l 
f a l l in a special category® 
125o Another group of industries which might cal l f o r a di f ferent 9 
though not necessarily overall preferential incentive treatment, i s 
that of capital-intensive industries. These would be such industries 
in which = 
( i ) the i n i t i a l investment involved is quite substantial £ 
( i i ) capital-out ratio is rather high, and also 
( i l l ) on the basis of known technology, there i s l itt le0room 
for substituting labour for capital o 
These c r i t e r ia would have to be quantified in tbe l ight of the require-
ments of the Area* 
128o Thus i t appears that f o r the purpose off an incentive harmonization 
scheme j, industries may be grouped as under: 
( i ) Industries not e l ig ib le for tax incentives. 
( i i ) End ave Industri e s 
( i i i ) Capital-intensive Industries 
( i v ) All other industries* 
Agreed l i s t s wil l have to be drawn up f o r industries fa l l ing in groups 
( l ) and ( i i i ) o Industries manufacturing entirely or partly for the local 
market wi l l f a l l in either group ( i i i ) or group ( i v ) e These wi l l Include 
not only regional industries, i0e® those for which, in terms of the 
9 
Resolution adopted by Fourth Heads of Government Conference on Regional 
Integration, the need is recognised of o f fer ing protection from foreign 
competition on a regional basis, but also small scale industries*, ^ No 
separate set of tax Incentives are considered necessary to o f f e r for these 
— . I 
j l / A small scale industry could be defined In a number of ways* But 
from the point of view of this Area, a def init ion in terns of a 
certain maximum level of investment should-be prefer ib le to a 
def in i t ion in terms of the level of employment« 
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industries, • -though a certain distribution might usefully "be made in 
the matter .of non-tax incentives, 
127«, In the application of this scheme, t he Governments^ should be 
given the freedom to he more ¡restrictive, i f they wish bu t n o t more 
l ibera l . I t i s assumed also that a l i s t w i l l be drawn up f or t h e 
Area as a whole of industries which are spec i f i ca l ly excluded from the 
purview of these concessions«, This l i s t would have to be reviewed at 
regular intervals and brought up-to-date« Each terr i tory may be givem 
the freedom to add any other industry to this l i s t but not to remove 
any industry from the l i s t . Similarly^ a l i s t wi l l have to be drawn 
up of capital intensive industries for the Area as a whole. But in 
this case each terr i tory may have the freed©» to remove any particular 
industry from the l i s t but not to add aay additional industry to such 
l i s t , The over-riding objective in suggesting this restr ict ion ©a the 
freedom of t err i tor ies to modify the l i s t s would be to ensure that this 
freedom is not exercised to o f f e r benefits over and above what i s 
agreed upon in a regional scheme0 
( c ) .Selection of Enterprises 
128.- The existing position in a l l the terr i tor ies is that selection 
e f f ec t ive ly occurs at the enterprise level rather than at the industry 
levelo But in the.context of the Area market, the application of the 
present approach raises a number of problems. Firstly s the pioneer 
enterprise approach which now informs the selection of enterprises i s 
rather narrowly conceived in terms of the national situation. I f the 
same approach i s to continue hereinafter, i t wi l l have to be applied 
in the contest of a much wider marketo I f , as is most l ike ly , the 
selection of enterprise is entrusted to the national administrations, 
i t i s not unlikely that there would arise wide disparit ies in the 
application of this approach. On the other hands i f the suggestion 
made above i s accepted for drawing up a l i s t of industries which would 
be entirely excluded from e l i g i b i l i t y to tax incentives, i t w i l l have 
already achieved'the principal objective underlying the pioneer 
enterprise approach» 
129,' I t would be a fa i r assumption to make that so long as an i n d u s t r y 
i s not placed on the l i s t of excluded industries, then no t only i s t h e r e 
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room for expansion in such industry hut also such expansion deserves to 
be encouraged» The pioneer enterprise approach also implies some 
assumption regarding the level of output which an industry, especially 
when it is an import-substitute industry, should reach before it can be 
depended upon to expand on its own. Once, therefore, the suggestion to 
draw up the l ist of excluded industries for the region as a whole is 
adopted, the major objective of pioneer enterprise approach will have 
been achieved, namely of not giving concessions to enterprises which do 
not deserve them. Of course, it is assumed that this l ist of excluded 
industries will be brought up-to-date at regular intervals and necessary 
procedures will be established in this regard. 
130. There are other important considerations which Governments in the 
Area keep in mind before approving an enterprise. Under the existing 
incentive regime in most territories, i t is not only obligatory that 
the approved enterprise should be a company but also that the authority 
should be satisfied with regard to its financial viability. The 
applications have, therefore, to be fully supported by necessary 
information and evidence in this regard. Some territories require local 
incorporation; others are thinking in terms of incorporation as a local 
public company, as distinct from a private company; one territory plans 
to impose a certain minimum proportion of local participation in the 
capital of such a company as an additional qualifying condition. 
There is no gainsaying that each of these requirements has considerable 
merit. There is, however, a strong feeling among the territories that 
not all of them are yet in a position to impose these conditions, at 
least not to the same extent. In the circumstances, it appears the 
selection of enterprises should be entirely a matter for each territory 
to decide on whatever criteria each wishes to impose. For the purposes 
of the regional scheme it should be enough if (a) the enterprise approved 
by a national administration is not engaged in an excluded industry, and 
(b) its industrial classification conforms to the regional scheme. 
Thinking on these lines is clearly reflected in the Trinidad and 
Tobago Plan for 1969-73, especially in the modifications to the 
. draft made by the Cabinet before its submission to Parliament. 
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(d) Level of Tax Concessions 
131» There exists a wide disparity in the level of tax concessions now 
being offered to industries by various territories,. In any attempt at 
harmonizing these concessions^ the f i r s t and very important question to 
answer would bes should the regional scheme of incentives seek to 
of fer a higher or lower t o ta l ' o f -tax concessions than those being offered 
to-day? The answer to this, question will determine whether in the 
process of harmonising tax concessions the bias should be towards raising 
or reducing the present level of tax concessions0 
1320 One of the most important contributions of the establishment ©f a 
free trade area should have been the widening of the unified local 
market«. Previously, enterprises had to predicate their calculations and 
projections on the basis of smaller national markets« Now that the 
market for local ly produced goods would be much .wider than before^ i t 
should make a signif icantly favourable impact on these calculations Mid 
projections® I t should thereby.reduce the need for offering the 
attractions of tax concessions^ particularly income tax .concession® 
offered to those manufacturing for the local market,'at least 'not at 
the same level as before0 In fact, recent reviews of tax Incentive©-, 
offered in developing countries have raised serious questions about tSae 
. very effectiveness of tax concessions in attracting capital , especially 
from abroad« This is hm the IMF study sums nip i t s review of tax 
incentives offered in'developing countries* 
isThe available evidence suggests that, in general, 
developing countries need not be concerned about matching 
the tax benefits of other eonmtries In order to attract 
foreign capital for new industries«. Tax considerations 
typically play a role subordinate to more basic economic 
factors In the location of industrye Competitive bidding 
among countries by the o f f e r of more and more generous 
tax concessions tends to reduce revenues from foreign 
investment without increasing the total flow of capital, 
especially f o r import substitute industries serving a 
domestic market« mlJ 
In any case9 i t wil l be generally agreed that^ at best, tax conces^ioas 
- - - a r e — - t h e several important factors wMch influence investment decision»® 
'ray..' .c.: ? '/cal:.: a c["-fr.:?r.i ' . f 
? / See George E„ Lent, IMF Staff Papers, July 1967, P0 315, 
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In the circumstances, the regional scheme of tax incentives proposed in 
this Report seeks an overall reduction in the level of concessions now 
being offered in the Area. 
133» Another aspect of the present position is that, by and large, once 
an enterprise crosses the barrier of approval, i t is eligible for tax 
concessions, with l i t t le variation between one approved enterprise and 
another on the basis of either promise or performance,, This, as has 
been pointed out earlier, is not satisfactory from the point of view of 
getting the optimal returns. Since the foremost objective of accelerating 
industrial development is to secure the generation of additional incomes 
within the Area, the appropriate thing to do would be to tie up tax 
concessions as far as possible to the performance in this respect, namely 
to the contribution of the enterprise to the value added locally. This 
would certainly imply a major departure from the existing practice 
obtaining in the Area, but is one that should have occurred long back« ^ 
134. Alongside this, it would be advisable to encourage reinvestment of 
profits. This would achieve two purposes: 
(a) it would mobilize savings for industrial development, and 
(b) it would reduce the outflow of funds abroad. 
•At the same time, distribution of profits might be actively discouraged 
for precisely the same reason®. On the whole, i t should be easier to 
attract the investors already 'operating within the Area to opportunities 
for diversification and expansion, than new investors not quite familar 
with the Area. However, this might possibly come into conflict with 
the broader objective of diversifying ownership of business and industry. 
To the extent this conflict does arise, appropriate safeguards will have 
to be provided for at the national level0 The broad scheme of tax 
concessions is outlined in the following paragraphs in the light of the 
criteria set out above. 
8/ Already, Trinidad's new Development Plan calls for a reformulation 
of incentives in a manner that places accord on the maximisation of 
the percentage of local value added in the value of gross output 
of industries. 
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(e) Income Tax Rel ie fs 
135. The scheme of income tax exemption proposed here seeks a 
combination of complete exemption f o r a relat ively short in i t ia l p@ri©dl 
and a longer partial -exemption therea f te r The extent of the proposed 
partial exemption i s t ied to the contribution of a firm to the economy 
in terms of value added locally« The calculation of value added l oca l ly 
suggested herein seeks to introduce a bias not only f o r the use of 
local labour and materials but also for local processings including 
local fabrication of tools and plants and ploughing back of pro f i t s 
within the Area0 
Complete Exemption from Income Tax . 
136. I t i s proposed that-al l approved enterprises should be entitled 
to complete exemption from income tax ( i 0 e 0 fell tax holiday) from 
the date of production for a period o f : 
3 years in Barbados, Guyana? Jamaica and Trinidad 
& Tobago 
6 years in less developed terr i tor ies 0 
For enterprises established in designated (according to cr i ter ia agreed 
upon at the regional level less developed parts of Barbados5 Guyaaa9 
Jamaica and Trinidad & Tobagop the period of tax holiday may be f ixed 
as 4 yearSo 
Partial Exemption from Income Tax 
137. On expiry of ^.be tax holiday period, the enterprises should be 
accorded partial re l i e f from income tax for a further period of 10 ye&ra 
according to the following schedule5 depending upon the percentage y&M® 
added local ly by an enterprise every year® 
%J In Puerto Rico ? this designation of less developed zones for jras^oses 
of industrial incentives i s based on the necessity of establishing 
factories in that particular sone^ taking into "account I ts p©pul&tt@G&0 
and the nature and opportunities of employment existing there^, and! 
with due regard also to d i f f i c u l t i e s such sone confronts in attracting 
factor ies . The designation of sones i s made upon the recommendation 
of a Committee comprising of the Planning Board Chairman^ the 
Secretaries of Treasury9 Labour and Commerce9 and the Economic 
Development Administrator0 The same Committee may recommend d e l o t i w 
or re-designation of sones0 
h i 
ses 
20 
For purposes of parag: 
ions are sugge 
risesi 
of ex is t ing enterpri 
s p e c i f i c a l l y excluded, 
the coming into f o r c e regi 
r i 
the schemeo 
enterpr ise s tar ts manufacturing i t s product^In marketable 
phys ica l terms, or the date not l a t e r than 18 months.from 
the date of approval , whichever i s ear l ier« In the case, 
t r i e s , so s p e c i f i e d , the date of production w i l l 
date by which the enterprise has exhausted i t s c l 
investment allowance against i t s income chargeable to 
Percentage value added 
ca lculated according to 
T stands f o r the t o t a l • 
p r i s e during the 
l o c a l l y 0 The t o t a l value 
w i l l be arrived at by { 
( i v ) and ( v ) : 
i) I j was 
i i ) raw materials ( inc luding f u e l s ) and coi 
i i i ) i n t e r e s t 
10/ The inc lus ion of t h i s item (as netted) in a f i n a l s value added I s 
d e l i b e r a t e ; i t i s designed to introduce a b ias in favour of l o c a l 
materials and c©mponents0 
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iv) depreciation deductions as allowed under income 
tax rules ; ü / 
v) ' .profit before tax (af ter making al l the deductions 
.including depreciation deduction); 
and (b) deducting from the sum thus arrived at the sum of items ( v i ) s 
(vii) , (viii) ? ( ix) j ' (x) and? .where appropriate^ ( x i ) : 
v i ) wages and salaries paid to non-citisens; 
v i i ) interest and management charges accruing to 
non-citizens; 
v i i i ) pro f i t s distributed and remitted abroad (including 
al l branch pro f i t s of foreign companies not 
reinvested l o ca l ly ) ; 
ix) import content of raw materials (including fuels) 
and components purchased loca l ly ; 10/ 
x) depreciation deductions pro ratag with respect to 
import-content of depreciable assets; 11/ 
xi ) element of protection enjoyed with respect to local 
saleso 
Items ( ix) and (x) wi l l be determined by an authority so designated! 
by each Government and the' enterprise shall be obliged to furnish al l 
the necessary information as jrould help the authority concerned to 
determine the import content of raw materials (including fuels) and 
components purchased local ly and also of the depreciable assets of tfe© 
enterpriseQ 
Item (x i ) wi l l also have to be determined by an authority so 
designated by each Governments, and the enterprise shall be obliged to 
furnish the said authority with a l l the necessary Information© IWiere 
the enterprise i s enjoying t a r i f f protection, a further item of 
deduction would be the amount arrived at by the value of output of the 
enterprise sold l o ca l ly multiplied by the' rate of protection dn2.ty0 
"Where protection i s given through quantitative restriction^ the 
corresponding amount would be the difference between the value of 
10/ The inclusion of this item (as netted) in a firmes value added i s 
deliberate; i t i s designed to introduce a bias in favour of loeaij 
materials and components0 
l l / The inclusion of this items as netted;, in a firm0 s value added i s 
deliberate againP designed as i t i s to encourage local ly f&bricateÉ 
plant, machinery and tools0 
5% ta-
rn at 
output at p r i c e s charged l o c a l l y and the value of output at inter ' 
1.2/ onal i p r i c e s , 
Percentage r e l i e f from income tax during a year i s the propor t i on by 
which the enterpr i se w i l l be r e l i e v e d of the income tax l i a b i l i t y as 
c a l c u l a t e d under normal income tax r u l e s . 
139» Investment Allowance; For enterpr i ses engaged in l i s t e d c a p i t a l 
intens ive industr i es on ly , an investment allowance i s proposed of 30 
on the o r i g i n a l c o s t of machinery and pianto This allowance should not 
i n d i c a t e d , such an enterpr i se should be e n t i t l e d to claim th is allowance 
"before' the commencement o f i t s 'tax hol iday period» 
140» Deprec iat ion Deductionss I t i s proposed that a l l approved e n t e r -
p r i s e s should be required to make normal d e p r e c i a t i o n deductions in 
accordance with income tax l e g i s l a t i o n during the per iod of complete 
tax--exemption and t h e . p e r i o d of p a r t i a l tax exemption f o l l o w i n g that« 
In the case of e n t e r p r i s e s engaged in c a p i t a l in tens ive i n d u s t r i e s , 
ttoraaal deprec ia t i on deductions w i l l a l so be made during the per iod 
before- the tax ho l iday per iod when' investment allowance i s being 
claimed against the chargeable income of the e n t e r p r i s e . Acce lerated 
d e p r e c i a t i o n deduction may be allowed in the form of an i n i t i a l a l l o w -
ance of 20$ with respec t to new expenditure incurred on deprec iab le 
assets after" the expiry of the per iod of complete tax exemption«. 
12/ Where an industry enjoys p r o t e c t i o n from f o r e i g n compet i t i on , the 
i n c l u s i o n of a l l p r o f i t s made by a f irm i s , in most cases , bound 
to overstate ' i t s c o n t r i b u t i o n to value added. In the Central i 
American' Common Market, where i t s t i l l remains undecided whether 
or not to include p r o f i t s in the c a l c u l a t i o n of a f i r m ' s value 
added, when'a f i r m ' s net b e n e f i t to Balance of Payments i s to be 
c a l c u l a t e d , the c . i . f , value of imports f o r which the f irm manu-
factures ' l o c a l s u b s t i t u t e s , and not the' e x - f a c t o r y p r i c e of l o c a l 
s u b s t i t u t e s i s used as" the basis. . The' o b j e c t i v e c l e a r l y i s not 
to -allow the- ' - f i rm to claim c r e d i t f o r value -added t-far-ougjbt- h-lgher 
•p-ri-ces- efaaxge-d- under the covex of- p r o t e c t i o n - . 
jTj / " The e x i s t i n g s i t u a t i o n in t h i s regard is far more l i b e r a l in' 
t e r r i t o r i e s which a l low deferment of d e p r e c i a t i o n deduct ions . For 
a f i v e - y e a r tax h o l i d a y , deferment of d e p r e c i a t i o n deduct ions at 
the rate of 10% a year , under the d e c l i n i n g balance method, would 
be equivalent to an investment allowance of 41$® 
be treated as a normal d e p r e c i a t i o n deduct ion. I t w i l l be a deduction 
over and above the normal deprec ia t i on deductions with respec t to 
c a p i t a l expenditure incurred on machinery and p l a n t . As already 
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141o Carry-forward of Lossesg For a l l approved e n t e r p r i s e s , the 
per iod of complete tax exemption should be considered as one 
accounting per iod f o r the computation of net loss» Net l o s s thus 
c a l c u l a t e d may be car r i ed forward against the income of the same 
enterpr i se .only, but f o r as long -as i t i s not wri t ten o f f 
•completely*, 
142» - Treatment of Dividendss Dividends paid out of p r o f i t s of 
the i n i t i a l • p e r i o d - o f complete exemption should, i t i s proposed, 
•be exetapt from income tax in the hands of shareholders provided 
(a ) the a u t h o r i t i e s concerned are f u l l y s a t i s f i e d that these 
iu?:0.-ii.i.s were, so-..exempt and (b ) tjae d i s t r i b u t i o n of the enterpr i se 
.•in the. year fpr which exemption is claimed in the hands of 
shareholders doe« not exceed 10$ of equi ty c a p i t a l ^ Where the 
shareholder i s a non—r-es-ident, he would' -be exempted from only 
so-much -of income tax -as -e-xcee-d-s-his l i a b i l i t y on such dividends 
in his- country of res-idenc-e.. As • regards, prof i t s made by the 
-a-p-p-rove-d enterpr i se during the subsequent per iod of p a r t i a l 
exemption, they- should not be given any exemption in the. hands 
of -shareholders. This , i t i s - hoped, w i l l d iscourage enterpr i ses 
-frofil- d i s t r i b u t i n g s-uch p r o f i t s „^-5/ In no case should there be 
any p r o v i s i o n , d i r e c t l y or i n d i r e c t l y , f o r c i n g d i s t r i b u t i o n of 
p r o f i t s by such enterprises.<• 
1_4/ "' The o b j e c t i v e o f th i s second q u a l i f i c a t i o n i s to deter 
large. . .d : istr ibutions in any year . a n d - i i o t to withhold...... ... ... 
.. .ex.empti.oii. in the .hands of..-the- shareholder So .. 
1 5 / " I t m'iglit well be'"-argued that" under the system of company 
taxat ion obtaining in' t e r r i t o r i e s other than Trinidad 
•• and . Tobago (and? as from 1970, Jamaica t o o ) , denying the 
... b e n e f i t of p a r t i a l exemption to shareholders on t h e i r 
dividend income. is tantamount to withdrawing the p a r t i a l 
exemption from the company ' i t s e l f » This v a l i d p r o -
vided i t i s assumed that p r o f i t s enjoying part ia l , 
exemption must, n e c e s s a r i l y be d i s t r i b u t e d as dividends« 
If they are ploughed back, the p a r t i a l exemption i s not 
• surrendered» Nor does t h e shareholder l o se in the process 
because accumulation of l e se rves by the company r e f l e c t s 
i t s e l f in the apprec ia t i on of the market value of his. 
equ i ty , which, at- l e a s t so f a r , i s not taxable in the 
Area 0 
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143« Treatment of Interests Exemption from income tax of in teres t 
payments in the hands of rec ip ients - shou ld not be granted» Such 
an exemption could be much c o s t l i e r in terms of revenue loss to 
Government'than exemption of dividends. As a matter of s t r i c t 
-se-gional p o l i e y , in teres t payaents mad© by any enterpr i se , 
approve <J pr not , should, i t i s strongly urged, be subject to tax 
itt-'tjie 'bands -of r e c ip i en t s l i ke any other r e c e i p t . " ^ 
144« Enterprises Manufacturing part ly f or'Bxpog-1-g Where an 
approved enterprise is exporting only a part , and not whole, of 
i t s output outside of the Area, par t ia l r e l i e f from income tax 
proposed in paragraph 137 above should be given with respect to 
pro f i t s , a t tr ibutable to exports at the rates set out in the 
schedule f o r enterpr ises manufacturing exc lus ive ly f o r exports . 
With respect to the balance, of its" p r o f i t s , i . e . those a t t r ibutab le 
to sales within the Area, r e l i e f would be avai lable to such an 
enterprise at the.Lower rate appl icable to other enterprises, in 
tine schedule re ferred to above. 
16/ Were the t e r r i t o r i e s have, in the i r tax agreements with 
cap i ta l exporting countr ies , agreed to impose on ordinary 
in teres t payments made abroad a rate lower than the company 
rate of tax (and this holds true f o r most of the t e r r i t o r i e s 
covered by this s tudy) , : f o re ign companies might s t i l l f ind 
i t to their advantage to re ly more on loan than equity f inance . 
But this would natural ly work out to the disadvantage of the 
concerned t e r r i t o r y ' s treasury. Since tax agreements take 
time to modify, i t might be worthwhile introducing some sor t 
of c e i l i n g on this ra t i o of loan to equity finance f o r f o re ign 
private c a p i t a l . This recommendation should not be construed 
as an argument against a government p o l i c y res t ra in ing the 
extent of f o re ign p a r t i c i p a t i o n in the equity cap i ta l of an 
enterprise with a view to encouraging l o ca l p a r t i c i p a t i o n . In 
f a c t , the l o c a l value' added foraula proposed in this Report 
.seeks also to achieve the same o b j e c t i v e . 
Also , under the system of company taxation where the company 
pays tax on i t s own behalf and even the res ident shareholder 
gets no c r e d i t f o r .that ( in Trinidad, the res ident shareholder 
gets c r e d i t f o r almost 85% of the tax paid by the company) 
there is a natural bias in favour of loan f inancing even f o r 
l o ca l c a p i t a l . Therefore , there would be a case f o r a s imi lar 
r e s t r i c t i o n on l o ca l cap i ta l as well under such a system. 
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145c For purposes of paragraph 144 above9 i t i s proposed that 
p r o f i t s a t t r i b u t a b l e to exports should be taken to be the amount 
p r o d u c e d by, the formulas 
where P is' .chargeable p r o f i t of the 
en terpr i se f o r the year| 
E i s sa les proceeds ( e x - f a c t o r y ) of the output 
of the enterpr i se exported during the same year 
outside of the Area| and 
S i s the sales•proceeds ( e x - f a c t o r y ) of the 
t o t a l output of the en terpr i se so ld during 
the same year (exc luding any exc i se duty9 
i f paid)o 
Although-9 o r d i n a r i l y the rate of p r o f i t per uni t of output 
should be lower f-or export than f o r l o c a l sale 9 under the 
.proposed formula i t i s assumed to be the same 0 This i s 
-•d-e 1 i t e r a t e , The i n t e n t i o n is to c reate thereby a bias in 
favour of e x p o r t —or iented import—substitute e n t e r p r i s e s as 
compared t o both pure ly i m p o r t ° s u b s t i t u t e ^nterpr ise s and ' 
"a lso 'enclave e n t e r p r i s e s o 
146o Increased: Export Allowanceg This add i t i ona l r e l i e f from 
" 17 / i-neome tax- i-s proposed to be o f f e r e d to aj.1—^ -manufacturers 9 
i n c l u d i n g - a p p r o v e d - e n t e r p r i s e s a f t e r they have exhausted the i r 
per iod of p a r t i a l exemption, on the bas i s of the increase they 
show in the i r export saleso I t i s proposed that the allowan'.e 
should be given at the rate o f ' of the p r o f i t s a t t r i b u t a b ] » 
to exports f o r every lf> . increase in the proceeds from the sale 
of exports during the year over the sa le proceeds from exports 
in the year immediately preceding* The p r o f i t s a t t r i b u t a b l e 
t o exports w i l l be c a l c u l a t e d in the manner proposed In paragr 
145 above« The al1owance.should not9 however, exceed the tax 
that would have been payable on the p r o f i t s a t t r i b u t a b l e to 
exports -in that year at the company rate of tax0 This allowance 
should9 i t i s b e l i e v e d 9 promote expansion in exports even a f t e r 
the other tax concess ions have exhausted themselves * 
17 / Except p o s s i b l y those on the l i s t of excluded industries 
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.(f) . Duty.r-.free Ixnpartation.. 
147« Machinery and Plants If uniformly low rates of duty were 
appl icable to imports of machinery and plant from non-Commonwealth 
as well as Commonwealth sources , , there might be no necess i ty to 
provide f or this duty- f ree importation. I f , however, the ex i s t ing 
margins of preference for imports•from Commonwealth sources must be 
reta ined, the incentive scheme for the region would, i t i s f e l t , have 
to provide f or duty - f ree importation by approved enterpr ises of machinery 
and plant . This- concession should be avai lable f o r the period covering 
the whole period beginning with the approval of an enterprise and ending 
with the ten years of par t ia l exemption from income tax. ' At the same 
time-, i t is proposed that the concession should -extend to machine 
parts imported by the enterprise f o r repair and/or replacement during 
the same per iod , 
/ 
148. Construction Mater ia ls ; Duty-free importation of construct ion 
materials should be' allowed only i f they or their near -subst i tutes are 
not. avai lable Idea l ly in s u f f i c i e n t quantity and at competitive p r i c e s . 
149. Raw Materials % As a-matter of p o l i c y , duty- free importation 
of raw materials and components sh-ould not -be allowed as part of the 
•s-cheme of tax concession-s except- where iape-rts go into the manufacture 
of exports . At - the s-ame time, i t cannot-be -over—emphasised that 
whatever duties are imposed on Imported raw- materials ( including 
•fuels) and components would have to be- uniform throughout the Area 
in a l l cases where the end-products would be e l i g i b l e f o r Area Treat-
m int. 
150. Assuming that harmonization of tax incentives is accorded the 
high p r i o r i t y i t deserves in the overa l l scheme of economic in tegrat i on , 
i t w i l l be d i f f i c u l t to d i sassoc ia te i t from a complementary exerc ise 
in the f i x a t i o n of common external t a r i f f with respect to industr ia l 
raw mater ia ls , components and f u e l s . In f a c t , in the larger exerc ise 
on common external t a r i f f i f the u n i f i c a t i o n of t a r i f f s is to be 
phased over a per iod , as i s l i k e l y to be the case , the t a r i f f s on 
these items would deserve to be accorded a high p r i o r i t y , almost at 
par with the pro tec t ive t a r i f f s on items competing with l o ca l manu-
fac turers . When these t a r i f f s are being restructured , as a broad 
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principle the rates of duties should be fixed in a manner that 
they rise sufficiently progressively with the degree of processing 
imports undergo outside of the Area so as to build into the system 
of tariff a strong bias in favour of processing within the Area. 
(g) Property Taxes and other Local Taxes; 
151 - Under the regional scheme, i t is proposed that no exemption 
should be offered with respect to taxes levied, by or on behalf 
of, local bodies, a 
(h) Transitional Arrangements; 
152. The Governments in the Area seem to feel committed strongly 
to the arrangements already entered into under their respective 
incentive legislations. The existing enterprises enjoying tax 
benefits under these dispensations would, therefore, have to be 
allowed to continue enjoying them until these benefits expire in 
4 
due course. At the same time, i t cannot be overlooked that until 
such time as all the enterprises in the Area operate on the basis 
of uniform set of concessions, there will remain problems of 
granting full and free access, to the products of enterprises 
enjoying distinctly better terms than others, within the Area. 
It i s , therefore, necessary to persuade these enterprises to have 
themselves reclassified under the regional scheme, once i t is 
introduced. 
153- For enterprises approved under the old legislations and 
choosing to be governed by them, i t would have to be made 
absolutely clear that none of the benefits Under tKe new 
scheme would be made available to them. Nor should such enter-
prises be entitled to claim the protection of Article 23(1) 
whereby no member territory can introduce more generous con-
Cessions than the most generous already obtaining in any of 
the member territories. In fact, i t might be worthwhile going 
as far as to deny area treatment to the products of enter-
prises choosing to remain under the old dispensation. 
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154. Among existing enterprises applying for approval under the 
regional scheme, there would possibly be two types. The f i r s t type 
of enterprise would be one in whose case the period between its 
date of production and the date of the coming into force of the 
regional scheme is less than the period of complete tax exemption 
allowed under the regional scheme. Such an enterprise should, it 
is proposed, be entitled to complete tax holiday for the difference, 
and partial income tax relief in the period thereafter. Also, i t 
should be eligible for other benefits under the regional scheme in 
the whole of this period including the period of complete tax 
exemption«, The second type of enterprise would be one in whose case 
the period between the date of production and the date of coming 
into force of the regional scheme exceeds the period of complete 
tax holiday allowed under the regional scheme * Such an enterprise 
should, i t is proposed, be -d-e-emed for every year (or part of the 
year) of this excess , during which the enterprise enj oyed tax 
hoiiday under the old incentive legislation, to have enjoyed already 
partial tax relief for twice the period. Therefore, under the 
regional scheme, the enterprise should be entitled to partial tax 
relief and other benefits under the regional scheme f o r only the 
remaining period« 
155» Ih the event i t is decided not tp go as far as to deny area 
treatment to enterprises choosing to enjoy tax concessions under 
the old dispensations, i t will be necessary to safeguard new 
enterprises• The problem arises where such an existing enterprise 
is entitled under the old dispensation to import raw materials, 
fuels and/or components free of duty, and is now accorded area 
treatment with respect to its products. Under the regional scheme, 
the enterprises producing a similar product for the local market 
and approved under the regional scheme anywhere in the Area would 
not -be eligible -for- duty-free importation of raw materials etca 
But in this particular circumstance, the enterprises approved under 
the regional scheme would have to be granted the same duty-free 
concession« This concession should be•given for the period for 
which the Government, of the territory in which the existing 
enterprise is located, is obliged under its old legislation to 
continue extending this fac i l i ty to the existing enterprise. 
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i n . EVALUATION, ENFORCEMENT AND CO-ORDINATION 
156. Since the incentive legislations now extant in the Area 
subscribe to the selective approach, the e l ig ib i l i ty of each 
enterprise must be separately determined before benefits are 
awarded. Some of the territories, namely, Barbados, Guyana, 
Jamaica and Trinidad & Tobago, have established special 
institutions with the principal objective of appraising the 
applications. In the rest of the territories, the appraisal 
of applications is undertaken generally by the departments 
entrusted with the promotion of industrial activity. In all 
the territories, the final approval of application lies in 
the hands of the appropriate Ministers. 
157» The approach proposed in this Report for the formulation 
of the regional scheme is also selective. To start with, i t 
calls for a l i s t of industries which may be excluded altogether 
from the purview of the scheme. Then, also with respect to 
industries not thus excluded, the e l ig ib i l i ty of each enter-
prise to tax concessions under the regional scheme will be 
conditional upon the grant of prior approval by the respective 
national administration. And to gain this approval, an 
enterprise must pass any test that the national administration 
might wish to prescribe. Finally, and here t|ie proposed regional 
scheme'goes much further than anything attempted so far, the 
extent of benefits is tailored to the contribution each enter-
prise actually makes to the local economy. This calls for a 
continuing evaluation of every enterprise covered by the scheme 
until i t exhausts its entitlement to tax concessions. Thus 
evaluation wil l , in fact, be the principal sheot—anchor of 
the proposed regional scheme. It i s , therefore, extremely 
important that the agencies entrusted with this task at the 
national levels should have competént technical st^ff to 
undertake objective evaluation. 
158« The agencies entrusted with evaluation work will have 
to work very closely with other agencies within each national 
administration charged with the administration and/or enforce-
ment of different aspects of incentive scheme. The income 
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tax administration, f o r instance , w i l l be responsible f o r the dis~ 
pensation of income tax r e l i e f » But i t wi l l have to go e n t i r e l y by 
the appraisal of the evaluation agency with respect to the contr ibut ion 
of an enterpr ise to the l o ca l value added« Some aspects of the 
evaluation are such as would c a l l f o r a type of technical expert ise 
which the income tax administration is o rd inar i ly unl ikely to 
po-s-sess o Likewise , while the customs administration in each t e r r i t o r y 
would take care of administering the concessions f o r duty- free 
importation, v e r i f i c a t i o n of valuations placed on imports, e s p e c i a l l y 
of capi ta l goodsj could not be l e f t e n t i r e l y to 'customs adxninistration0 
The evaluation agency should try to develop expert ise whereby such 
valuations can be adequately checked* 
159° The question natural ly ar i ses s to whom could these d i f f e r e n t 
administering -agencies turn f o r assistance in such aspects of 
evaluation in which they themselves lack the necessary technical 
expert i se? In t e r r i t o r i e s - such as Jamaica and Trinidad & Tobago, the 
technical wings of the - re-spective Industrial Bevelopment Corporation 
could poss ib ly be entrusted with such a j o b . Perhaps Barbados and 
Guyana would also be in a p o s i t i o n to strengthen their technical 
wings to undertake th is j ob f o r themselves * As f o r the less developed 
t e r r i t o r i e s , they would perhaps f ind i t much more economical to se t 
up a j-oint agency to undertake such technical work f o r al 1 of them» 
Assuming that the broad machinery of evaluation in the Area i s 
organis-ed along the l ines Indica ted, i t w i l l become essent ia l that 
there should-be a continuing exchange of information and experience 
-between- the evaluation agencies in the Area, so as to ensure not 
0 
only uniformity of procedures and standards but also their continuing 
improvemento 
160. With respect to enforcement, while some aspects of i t w i l l 
continue to be as important as they are at pre sent , others wil1 
become even more"important0 For instance, each order granting 
approval to an enterprise sets down the d a t e ! by which factory 
construct ion must s tar t and by which the fac tory must s tar t p r o -
duction® The enforcement of these dates w i l l remain important, 
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in order not only to prevent abuse but a lso to ensure speedy 
development. As f o r the maintenance of accounts in prescr ibed 
forms and the supply of appropriate information within prescr ibed 
time l i m i t s , t h e i r enforcement w i l l assume even greater importance 
under the reg iona l scheme. The implementation of the reg iona l 
scheme i s pred i cated on a continuing evaluat ion of the actual 
performance of approved en terpr i ses which can only be undertaken 
on the bas i s of a regular in f l ow of adequate information from 
these e n t e r p r i s e s . 
l 6 l o Again, although the r e s p o n s i b i l i t y f o r enforcement would 
r e s t on the concerned department or departments in each 
t e r r i t o r y , the need f o r a continuing exchange of f u l l information 
between the t e r r i t o r i e s cannot be overs ta ted . Also , frequent-
exchanges of experience among persons engaged in each t e r r i t o r y 
in d i f f e r e n t aspects of enforcement could lead to not only 
uni formity of administrat ive standards but a lso to the i r con-
t inuing improvements. 
l62o I t would be important, t h e r e f o r e , to c e n t r a l i s e work f o r 
the Area (perhaps by s e t t i n g up a s o r t of i n d u s t r i a l incent ives 
c l e a r i n g house within the Regional S e c r e t a r i a t ) f o r the c o l l a t i o n 
and analys is of a l l the neces-sary information on enterpr i ses 
approved under-the reg iona l scheme of i n d u s t r i a l i n c e n t i v e s , and 
f o r i t s c i r c u l a t i o n at regular i n t e r v a l s , say quar ter ly , to a l l 
the member t e r r i t o r i e s « Towards th i s end, the nat ional 
administering author i t i es - entrusted with the approval and 
subsequent evaluat ion of en te rpr i ses would have to undertake 
to feed such a centra l agency, at frequent i n t e r v a l s , with a l l 
the necessary in format ion , beginning with information 
c o l l e c t e d at the time of approval of en te rpr i ses and, f o l l owed 
up by information on the eva luat ion of t h e i r actual c o n t r i -
bution to the economy year a f t e r year in terms of employment? 
use of l o c a l mater ia l s , investment and l o c a l value added. The 
importance of th i s work in achieving an e f f e c t i v e harmonization 
•jv | of i n d u s t r i a l in cent ives cannot be e a s i l y minimized. 
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Annex 1 
Summary of.Conclusions 
of the 
Commonwealth Caribbean Workshop on Harmonization 
of Incentives to Industries in the CARIFTA Territories 
(E/CN,12/844) 
1o Although it was rather di f f icult to determine explicitly 
the weight attached to the incentive factor * particularly tax 
incentives » by private investors, the Workshop agreed that 
incentives played a positive role in promoting industrial 
development in developing countries« 
2« There was a general consensus that harmonization of 
incentives was essential among member countries of CARIFTA« 
Harmonization would aid in balanced regional development? permit 
a reduction in "leap-frogging" of capital, faci l i tate a rational 
approach to the formulation of a regional industrial policy, and 
avoid revenue losses arising through competition in the granting 
of incentives« 
3© The existing incentive legislation, although intended to 
promote industrial development, did not ful ly reflect industrial 
priorities in a strategy of development. The criterion prescribed 
for the granting of incentives was in most cases couched in general 
terms* 
4, There was an important relationship between specific 
incentives and disparities in basic tax structures of CARIFTA 
countries« This relationship became more obvious after the 
enjoyment of specific incentives by enterprises was exhausted* The 
Workshop, therefore, considered i t highly desirable for CARIFTA 
countries to work towards harmonization of their basic tax 
structures® 
5o Protection played a very significant role in a scheme of 
incentives and could not, therefore, be considered independently 
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of a regional incent ive policy« The p a r t i c i p a n t s genera l ly 
recognized t h a t the use of t a r i f f s , was p r e f e r a b l e t® quota 
r e s t r i c t i o n s as instruments of p ro tec t ions At the same time 
they pointed out c e r t a i n advantages - in the shor t run - of the ' 
quota system which i s now widely used in the reg ion . They 
s t r e s sed the need to evolve a regional pol icy towards p ro t ec t i on 
taking in to account p a r t i c u l a r l y i n t e r e s t s of r e l a t i v e l y l e s s 
developed member t e r r i t o r i e s of CARIFTA® 
6. The Workshop observed t h a t in a ma jor i ty of CARIFTA 
coun t r i e s , the fol low-up procedures and an ex-post appra i sa l of 
the impact of incent ives was s t i l l f a r from s a t i s f a c t o r y owing 
to the n o n - a v a i l a b i l i t y of r e l e v a n t , complete and a c c u r a t e ' d a t a , 
7. The Workshop s t r e s sed tha t a regional incent ive pol icy must 
form, an i n t e g r a l part- of the overa l l development s t r a t egy in the 
Area and ought to provide d i sc r imina t ing too l s of implementing 
p r i o r i t i e s underlying t h a t s t rategy» I t described p r inc ipa l 
ob j ec t i ve s of a regional incent ive pol icy as the achievement ©f 
f u l l employment, d i v e r s i f i c a t i o n of the present economic s t r u c t u r e , 
and a balanced regional developments In view of the r e l a t i v e l y 
small s ize of the CARIFTA market and the l i m i t a t i o n s i t placed on 
i n d u s t r i a l development in the Area , - the Workshop a t tached grea t 
s i gn i f i c ance to production f o r the markets outs ide the Area and 
s t r e s sed the need f o r according specia l incen t ives to exports«, 
8o -The Workshop agreed on a c l a s s i f i c a i i o n of i n d u s t r i e s in to 
enclave i n d u s t r i e s and other indus t r ies« 
9. The pa r t i c ipan t s - accepted the p r i n c i p l e of e s t a b l i s h i n g a 
l i s t of- i n d u s t r i e s , a t the regional l e v e l , t h a t would'be excluded 
from any incentives« 
10. The Workshop agreed t h a t in any reg iona l incent ive po l i cy , 
p r e f e r e n t i a l t reatment should be accorded to the l e s s developed 
t e r r i t o r i e s , , 
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11« The Workshop agreed on the need for harmonizing 
income tax "benefits for enclave industries among CARIFTA 
countrieso The Workshop did not appreciate the necessity 
of relating benefits extended to enclave industries to 
their performance in terms of local value added but 
recommended a fixed period of income tax holiday® 
12® The Workshop accepted the principle of local value 
added as the criterion for measuring contribution made 
by a l l enterprises - except enclave - and relating income 
tax benefits to such contribution For ease of administration, 
i t modified the definition of local value added given in 
the Report of the Expert Teame 
13o The Workshop established three groups of contributions 
f o r industries in terms of local value added and recommended^ 
on an ex-ante basis9 fixed periods of income tax holiday 
for the three different groupsj both for developed and less 
developed territories® The benefits available under Group 1 
in more developed territories were to be restricted only to 
certain types of industries® There was, however, no consensus 
on the duration of-benefits as well as the scope of their 
application f o r Group 1 in more developed territories, 
14* Agreement was reached on making a distinction between 
a pioneer industry and an existing industry and on the scale 
of benefits to be extended to them« 
j 
15» Since tax holidays were to be given ex-ante, it was 
agreed to evaluate the performance of tax exempt enterprises 
periodically and! to ensure that the intended benefits were 
proportional to the promised performance» 
160 In matters of carry-forward of losses, and interest 
payments the Workshop agreed with the recommendations 
contained in the Report of the Expert Team. 
17o On the treatment of dividends, the Workshop agreed with 
the recommendations of the Expert 'Team9 except to the provision 
that the distribution of the enterprise in the year for which 
exemption is claimed in the hands of the shareholders should 
not exceed 10$ of equity capital* 
18, Importation of plant, equipment and spare parts are to 
be exempted from duty during the period of income tax holiday© 
'It was agreed that importation of raw materials should be exempt 
from duties provided such raw materials were, not available in the 
region in adequate quantity0 The Workshop a lso agreed to the 
principle of establishing a l i s t of raw materials available within 
the region* « 
19* ' With regard to the transitional • arrangements9 i t was agreed 
that the enterprise operating under the o ld incentive legislation 
should be given a free choice either to continue to enjoy those 
benefits or to opt for reclassification under the regional 
incent ive scheme * 
Annex 11 
Expert Teamss 
Comments on the Report of the Workshop 
le Our Report on Harmonization of Fiscal Incentives to 
Industries iri the CARIFTA Territories^ in its draft form, 
constituted the principal working paper at the Workshop. The 
Workshop discussed all the aspects of a regional incentive policy 
and examined our recommendations on all issues© It was heartening 
to note that the area of agreement was substantially large0 
The participants agreed with our basic approach to the problem 
and accepted the majority of the recommendations made in the Report® 
,2o In particular, the Workshop agreed to the principal 
objectives underlying a regional incentive policy and accepted 
» 
the principle of employing local- value added as the criterion for 
measuring contributions made by al l enterprises - except enclave 
industries - and relating income tax benefits to such contribution« 
The Workshop did make some modifications, on grounds9 principally, 
of administration^ to the definition of local value added given 
in our Reports We fully appreciate that administrative difficulties 
would be encountered in the use of a conceptually comprehensive 
definition of local value added and our Report does not seek to 
understate them® It must, however, be pointed out that the 
modified definition adopted by the Workshop is more liberal by 
virtue of what it excludes, particularly the element of protection. 
This would naturally dilute, to some extent, the local value added 
condition of eligibility for the granting of benefits0 This fact 
would, therefore, have to be borne in mind in formulating the 
scale of benefits, should the modified definition of local value 
added be ultimately adopted© 
3® • Departure from the use of local value added as a criterion 
for measuring contribution was made by the Workshop only in the 
case of enclave industries0 It was pointed out that these were 
foot-loose industries and offered only a temporary solution to the 
economic problems of the regione However true this may be (and this 
* E/CN, 12/&44 
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itself is arguable)? there is no. reason for not tying up the tax 
benefits given tc enclave enterprises to their performance® Their 
contribution to local value added, however significant, is bound to 
vary from industry to industry and from enterprise to enterprise0 
Naturally9 those making a relatively higher contribution deserve to 
receive more encouragement„ It is therefore essential^ in to 
relate tax benefits to the contribution the enclave enterprises 
make to the region,, 
4. Other issues, where the views of the participants differed 
from those of ours, relate largely to the nature and extent of 
income tax benefits to be offered,, In the first place, the Workshop 
preferred a fixed period of complete tax holiday to be offered 
ex-ante to a combination, as proposed by us, of complete tax 
holiday for a limited duration and appropriate partial tax holiday 
of a prolonged period, the latter based on an evaluation of performance^ 
These twô  approaches have obvious implications for the evaluation of 
performance. The Workshop agreed that even though a complete 
holiday only be offered for a fixed period, the length of this period 
should be tied up to performance in terms of local value added® 
It would be, therefore5, reasonable to expect that the member territories 
would insist on the submission of income tax and performance returns 
even during the period of tax holiday0 It should be then not only 
easy but also appropriate for the administration to undertake 
evaluation on a continuing basis« In fact, in our scheme, 
1 / Incidentally, this proposal for combining a complete tax . 
holiday in the beginning with a partial tax holiday in the period 
to follow is not new to the Areau One of the two options offered 
in Barbados and Jamaica to approved manufacturing enterprises 
. combines an initial full tax holiday with a subsequent partial 
tax holidayo Trinidad and Tobago's Fiscal Review Tripartite 
Committee (1967) recommended substituting the existing system 
of full tax holiday only by a combination of a dhort initial 
tax holiday with a longer subsequent period of partial tax 
holiday« What our proposal seeks to do, in addition, is to 
tie up the partial tax holiday to performance in terms of local 
value added and exports. 
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the evaluation exercise would start only at the end of the 
initial limited period of complete tax holiday» Also, 
the seemingly psychological advantage of granting a long full tax 
holiday ex-ante« as claimed by the participants, may be, on the 
contrary, outweighed by the frustration likely to be caused by the 
periodic adjustments^ to an oi-fer made ex-ante, which might become 
necessary in the light of the subsequent evaluation of the actual 
performance of an enterprise0 
5o The scheme of income tax exemptions considered "by the Workshop, 
including reservations made in Group I by some participants, suffers, 
in our opinion, from two major weaknesses,, In the first place, it 
does not take into account, and mitigate, special problems faced 
by capital-intensive industries«. It is true that a majority of 
participants had wished to restrict, for more developed territories, 
the maximum benefit of 10-year tax holiday proposed for Group I only 
to certain categories, namely those manufacturing capital goods, 
intermediate goods and industrial raw materials0 Unfortunately, 
the Workshop did not reach any agreement on the application of this 
additional condition in more developed territories. It should be 
obvious however that under our scheme, provided they contributed more 
than 50 percent in local value added, capital intensive industries 
would enjoy more liberal benefits than -under the scheme for which 
the Workshop indicated its preference® We have proposed an investment 
allowance of 30% for such enterprise in addition to the full tax 
holiday of 3 years and half of the full benefits for ten succeeding 
years« If these benefits are translated in terms of full tax 
holiday, the period of full tax holiday available to such enterprises 
should generally exceed ten years0 
6» The failure of the Workshop to appreciate fully the problems 
of capital intensive industries arises,, in our opinion, principally 
from the classification of industries it considered and which differs 
somewhat from our scheme of classification,, In our classification, 
we have separated, and highlighted, capital intensive industries 
and have argued out for them a case for investment allowance0 Since 
the classification adopted' by the Workshop did not explicitly 
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recognise the importance of identifyingjguch industries 
;ir problems and the- relevance of an investment allowance in their 
context got lost in the general scheme of income ;ion8 
7® Secondly9 the Workshop scheme of income tax benefits does 
not provide for any preferential treatment to enterprises which 
sell only a part of their output in the export markets This 
ommission is seriouss particularly in view-of the fact that the 
) 
participants themselves attached great significance to production 
by import substitution enterprises for the markets outside of the 
Area and stressed the need for granting special incentives to exports® 
We strongly believe that in order to overcome the constraint of the 
relatively small size of the CARIFTA market and to ensure economies 
of scale, it would be essential to give export relief to export 
oriented enterprises, 
8„ Another point of disagreement with our Report centered around 
the concept and definition- of depressed areas in more developed countries 
and the incentive treatment to be accorded to them® It is obviously 
extremely difficult to give any objective credance to this concept 
or to suggest acceptable quantifiable characteristics for its 
measurement. Neverthelesss we are willing to accept it as a 
"working concept" which can be understood only in relation to issues 
of regional development within a more developed territory® It is5 
however, difficult to accept the premise, implied in the Workshop 
Report, that for purposes of incentives such "depressed areas" should 
be treated on par with less developed territories« "Depressed areas" 
would.have s t i l l the advantage of benefiting from the centrally-
provided services such as marketing and researchs Moreover, the cost 
extending infrastructure facilities to such areas is likely to be 
much less than of rectifying major infrastructural deficiencies of less 
developed territories® For these reasons, while i t may be necessary 
to accord some preferential treatment to depressed areas in more developed 
territories, between these depressed areas and less developed territories, 
i t would be desirable to give a more preferred treatment to less 
ries as is suggested in our Report0 
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9.- In conclusion, we submit, with all modesty, that the scheme 
of income tax benefits proposed by us has more merits than the one 
considered by the workshop» It has the advantage of distinguishing 
various primary objectives and of giving weights to them in 
- & 
accordance with their importance» It must be recognized that 
performance has several dimensions and although local value_added_ 
is a primary objective? other significant aspects of performance 
cannot be ignored„ It is only a system of partial tax holidays which 
can be linked to various aspects of performance., Once it is decided 
to give, ex-ante, a fixed'period of full tax holiday, flexibility for 
a conscious use of a scheme is naturally frozen and it is difficult 
to tailor benefits in proportion to contribution made to different 
objectivesj 
10,j We should also like to express our serious reservations on the 
views expressed by some participants in favour of deferring 
deduction of depreciation allowances until after the end of the tax 
holiday period«, Such deferment permits recovery of capital in^ 
excess of the amount actually invested and is tantamouht to an 
investment allowance. They are also similar, in some respects, to 
a tax holiday in that they allow a higher net return» What is most 
objectionable about the deferment of depreciation deductions, until 
beyond the tax holiday period, is to allow these accumulations to be 
distributed as tax exempt dividends« This the participants concerned 
were fully prepared to concede. They felt however, and quite 
strongly, that to withdraw this particular concession, alongside,, what 
they believed to be, a general scaling down of tax concessions even 
in the scheme considered by the Workshop, might affect adversely the 
competitive position of the CARIFTA territories as against third 
countries in attracting industrial enterprises,, We do not share 
this fear, however, for we believe that the additional attraction 
offered by a unified market much larger in size than that of any 
individual member territory of CARIFTA should compensate largely 
for the suggested scaling down in concessions under the regional 
scheme. 
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INCOfiE"TAX RELIEFS OFFERED IN'CARIFTA TERRITORIES ' 
AND BELIZE TO SPECIALLY APPROVED MANUFACTURING 
"ENTERPRISES UNDER THEIR RESPECTIVE INCENTIVE LEGISLATIONS-
Type of Relief - A, Holiday from Income Tax 
ANTIGUA 
BARBADOS' 
BELIZE' 
DOMINICA 
GRENADA 
GUYANA' 
A person" declared a Pioneer Enterprise is exempt fros 
income tax on profits from pioneer operations for 
' f ive years from the' production day. 
f 
A company declared an Approved Enterpr?. se can choose 
one of the two options below? 
Option ( l ) comprises of exemption of profits of the 
enterprise from income tax for ten years from the 
date of production. 
Option (2) coaprises of complete exemption from 
income tax in the f i rs t seven years and 2/3rds 
exemption in the eighth year and I/3rd in the ninth 
year, as from the date chosen by the approved 
enterprise within 3 years from the production day? 
Any company declared a Devel opment Efiterprise is 
exempt from income tax for a period commencing from 
the date of the Order and terminating ten years' 
after the production day® 
A person declared a Pioneer Enterprise^ is en-» 
t i t led to exemption from income tax on its profits 
for five years from the production day. However, 
under a special Agreement with a company, Sunday 
Island Port Authority Ltd,,within the area marked 
out for special deve1opment in and around the 
CABRITS, exemption from income tax. as from several 
other taxes? is given for a period of 30 years as 
from l6a2*I96'8, the date of the Agreement, to all 
licencees including manufacturing enterprises * 
A company declared a Development Enterprise, is 
entitled to exempt!on from income tax on its 
profits for seven'years from the production day« 
A manufacturing company$ other than a gold or 
diamond mining company is• on author i zation, en-
t i t led to an exemption. from income tax for t ivĝ  
.years from the date of such authorization. 
It has recently been announced that this period 
of tax holiday could be extended to ten ye_ars 
and that a two-year tax holiday could be con-
sidered for smaller investments in secondary 
industries 0 
JAHATCA"' A company manufacturing a §new product0 or for 
exports only is enti tied to exempt!on•from inc ome 
tax for a period of ten years from the date of 
production or from a date chosen within three 
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JMMLSJLCK'' ~ years thereafter« The period may be' extended up to 
(cont'd.) f i f teen years with respect to designated special 
development areas in the country» A produce may be 
designated a new product if less than 20$ of the 
national market- Is being supplied by existing approved 
manufacturers * While a manufacturer of exports only 
is' entitled to 100$ exemption, other manufacturers 
may be. granted 100.$ or 50$ exemption,, depending upon 
* - ... .the approved products» 
For approved products other than 'new products % an 
approved company may choose benefits under either, of 
the two options £ 
Under Option ( l ) income tax exemption is given for 
seven years, from the production day? 
Under Option (2) complete exemptions from income tax 
for foliar years from the date chosen by the enterprise 
within three years from the date of production is 
combined with partial exemption in the following 
two ye«ars as under t 
(a) If the product is entitled to 100$ r e l i e f , i t 
will enjoy the exemption with respect to 33-1/3$ 
of Income in the f if th year and to 66-2/3$ of 
income in the sixth year before deduction of 
annual allowances; or 
(b) i f the product is entitled to 50$" re l ie f , i t 
will erajoy the exemption with respect to 66-2/3$ 
of income in the f i f t h year and 83-1/3$ of income 
in the sixth year before deduction of annual 
allowances« 
M0MTSSHRAT ~ "A company declared as Be velopment Enterprise 9 is en-
t i t led to exemption from income tax on its profits 
for a pe.riod* of seven years from the production dayc 
ST« "KITTS — A person declared as Pioneer Enterprise, is entitled 
to exemption from income tax ini t ia l ly for a period 
of five years from the production day. This may be 
extended on application^ for a further period of five 
years. 
A Pioneer Enterprise which is established within a 
'designated" Special Development Area and during the 
Special Development Period (i.e., ending on 31c12*1973) 
will be entitled to exemption from income tax for a 
period of fifteen" years from the production day® 
SIT® XUCXA " =* "A "company " declared a" Bevel opme nt Enterprise is 
entitled to such proportionate re1ief from income 
tax as is specified in the Development Order for a 
period of seven years f rpm the production day® 
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"ST".' 'VINCENT"'"*"""-* Any person declared as Pioneer Enterprise is 
entitled to exemption from income tax for a 
period of ten years from the production day« 
TRINIDAD & ' ' " . ' 
TOHAGXT : - Any person declared as Pioneer Manufacturer 
is entitled to exemption from income tax 
fdr a period init ia l ly of five years from 
the production day. This period may "be 
extended from five years to a period not 
exceeding ten years where circumstances 
.warrant it* 
In specific cases, as in the case of Cement, 
Fertil izer, Lubricating Oil, Tyre and 
Petrochemical manufacturing, exemption from 
income tax has been given straightaway for 
a period of ten years from the production day. 
/ 
Type of Relief - B« Treatment of Dividends 
"ANTIGUA" - There is no provision specifically exempting 
distributions made by a company out of tax. 
holiday profits in the hands of the recipients* 
Nor is i t clear if in any specific case, 
e*g* West India Oil Company, such exemption 
was agreed upon« 
BARBADOS " - Where profits of a company in the f i rs t seven 
years of the ten-year tax holiday period under 
Option ( l ) and of the nine-year period of tax 
holiday under Option (2) , are kept in a 
separate account, dividends paid therefrom are 
exempt in the hands of the shareholder; i ) 
i f he is a resident of the islands or i i ) if 
not a resident, he is not liable to pay income 
tax on the divi dend iii his country of residence; 
and i i i ) the dividend is paid within two years 
after the expiration of the 10~year or 9-year 
holiday period, whichever is applicable; pro«= 
vided further that the exemption from inc ome 
tax shall not exceed the amount of tax which 
would have been payable by the approved enter-
prise in the absence of the exemption® 
BELIZE - Dividends paid out of profits of tax holiday 
period and distributed..during .the said, period 
are not taxable in the hands of shareholders; 
provided (a) the amount thus paid does not 
exceed the amount invested by the shareholder 
in the enterprise and (b) the sharehoIder is 
not liable in his home country to income tax 
on such dividends® 
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" D'OHINÏCA-""" '* - ' ' A sum equal to the income arising to the company 
during the tax holiday period and distributed 
within the tax holiday period and two' ye'ars 
thereafter to i ts members' is exempt from income 
tax in the hands -of such members 2 
provided"where a member is a non-resident5 he is 
. . . not l iable to Income tax on the dividend in the . . 
. . . country of his residence»-
It appears that this restriction on non-resident 
' members was removed when the Income Tax Ordinance 
. '{1966)5 sub-section ( 4 ) 'of'" section 1 1 9 " was'updated. 
'"GKEN-fflTÂ"'" A sum equal to profits accruing to a development 
company during tfie tax holiday period and 
distributed dur ing that, .period9 shall not be 
• - chargeable in the hands of- shareholders s 
provided the total amount paid as dividends does 
not exceed the amount invested by the shareholder 
.. in the development company-during thé tax holiday ... 
period 5 
provided also where" the shareholder is a non-
residents he is not liable to income tax on the 
dividend in his country' of residence« 
'"GUYANA - 'A sum equal to the Income arising to the company 
during'the tax holiday period and distributed 
"within the tax hoiiday period and two years'"there-
after to i t s members is exempt from income tax in 
the" hands of such members® 
'"JAMAICA - "Where dividends ' are paid' out of profits of" "the" tax' 
holiday period, viz®, 7,years under Option ( l ) , 6 
' years ' under ' Option (2)' find 10 to 15 years f o r New 
'Products"and exports only, and they 'are kept in 
separate accounts , a shareholder "is- exempt from 
income tax i ) if he is resident or i i ) if not so 
resident^ is not liable to income tax in ehis country 
of residence« Provided this' exemption shall not 
extend to surtax and sliall not exceed the tax which 
. . the company would have paid on th,e-proXits in 
. • ..question,, . . 
''Where a non-resident'shareholder is l iable to tax 
on the dividend in ques tion in the 0country of his 
residence9 he shall be exempt from so éuch income 
tax as exceeds his l i a b i l i t y In his country of 
reside he éo' -
" 'MQNTSEBRAT " « ' Where prof i ts ' accruing to a development' company 
during the tax holiday period' and paid to share-
holders duri ng that per_io_d9 they shall not be 
chargeable In the hands of shareholders s 
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MONTSERRAT 
(coni 'd . ) 
provided the total amount paid as dividends 
not exceed the amount invested by the shareholders 
in the development company during' the tax fa 
period; provided' also where the shareholder is 
non-resident he is not liable to tax on the 
dividend in the country of his residence» 
ST. ' "KITTS A sum equal to the income arisin 
during the tax holiday perio 
within the tax holiday perio 
after to i ts members 
the hands of such me 
to the 
distri 
company 
two years 
is exempt from inc 
rs % 
tax in 
is a non-resident, 
in the country of 
provided where a member 
not liable to income tax Bus 
residence. It appears that this restriction 
on non-resident members was removed when the 
Income Tax Ordinance (1966), sub-section 
of Section 8, was 
'ST. "LUCIA'" A sum equal' to profits accruing to a deve^ 
rnent company during the tax holiday period 
and distributed during that period; .shall not . 
be chargeable in the hands of shareholders? 
provided the total amount paid as dividend's' 
does not exceed the amount invested by the 
shareholders in'the development company during 
the tax holiday period^ provided where" the 
shareholder is a non=resident» he is not liable 
to income tax on the dividend in the country of 
his residence 0 " 
"" ST»' TINCEMT'." ' = 'A sum .equal to the income a r i s i n g ' t o the company 
,' during the tax ho l iday period' and' ' d i s t r ibuted 
within the tax ho l iday per iod and two years 
t h e r e a f t e r 'to it's members i s exempt from income 
tax in the hands of such members» I t appears 
that the r e s t r i c t i o n on d i s t r i b u t i o n within the 
tax ho l iday per iod and two years t h e r e a f t e r was 
withdrawn' r e c e n t l y . Sub-sect ion ( 5 ) of Sec t i on 
( 7 ) of the' Income Tax Ordinance 19&7? does not 
impose th i s r e s t r i c t i o n on tax ho l iday p r o f i t s 
to q u a l i f y f o r exemption in the hands of 
memberso 
"TRTNTB'AU 'S"" ' • 
TOBAGO - Where a pioneer manufacturer is a company, i t 
"is entitled to distribute a sum equal to the 
income arising during the tax holiday period 
to members of the company during the tax 
holiday period "and within two years thereafter 
and every such sum is exempt from income tax 
in the hands of the members® Under Finance Actj, 
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1966, distributions of such tax exempt profits 
are relieved of tax in the hands of members 
regardless of timelimit provided the company 
maintains a special account to the satisfaction 
of the Inland Revenue Board. 
' 'Type of"Relief - C. Tax Treatment of Interest Payments 
1NÏÏ6ÏÏA - No exemption seems to exist for interest payments 
by a pioneer manufacturer in the hands of 
recipients. 
BARBADOS ~ Interest payments made by an approved enterprise 
on its debentures with respect to the f i r s t seven 
years of i ts tax holiday period under either of 
thé options are exempt in the hands of recipients. 
Also interest payments made by an approved builder 
of factory on its debentures are exempt in the 
hands of the recipients for f i f teen years from the 
date of the completion of the. Factory construction; 
Provided where the recipient is a non-resident he 
is not liable to income tax thereon in his country 
of -his residence. 
But while such tax exempt interest is not allowed 
as a deduction in the calculation of the tax holiday 
profits of the approved builder, there is no such 
stipulation with respect to tax exempt interest paid 
by an approved (manufacturing) enterprise. 
BELIZE - No exemption seems to exist for interest payments 
by a development enterprise in the hands of 
recipients. 
DOMINICA... - - .No exemption seems to exist for interest payments 
.by a pioneer company in the. hands of recipients. 
It is not clear if in the casé of industries set 
up in the specially earmarked part of the CABRITS, 
such exemption has been granted. Sub-section ^8) 
of Section 2 of the Agreement refers to non-
taxation of rentals or licence fees paid "by a 
licensee to the holders of evidence of indebtedness 
. . and/or shares or other securities of the Authority 
or of the Company". 
TRINIDAD' "if 
" TOBAGO" 
" ( conf 'd ' ) 
GRENADA No exemption seems to exist for interest payments 
by a development company in the hands of 
recipients. 
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GUYANA 
JAMAICA 
No exemption seems to exist for interest payments 
by a company enjoying tax holiday in the hands 
of recipients• 
No exemption seems to exist for interest pay-
ments made by an approved enterprise in the 
hands - of recipients. Where9 however9 interest 
payments are made by an approved builder of 
factory on its debentures they are exempt in the. 
hands of recipients for a period of f ifteen 
There is no express provision stipulating whether 
such tax exempt interest will , or will not, be 
deductible as an e xpense in the computation of 
tax holiday profits or loss of the approved 
builder. 
MONTSERRAT 
ST« KXTTS 
ST* LUCIA 
, ' ST. " VINCENT 
No exemption seems to exist for interest payment 
by a development company in the hands of 
recipients * 
No exemption seems to exist for interest pay-
ments by pioneer manufacturers in the hands 
of recipients 0 
But interest payments made by such pioneer 
manufacturers as qualify as special developers 
are exempt in'the hands of the rec ipients for 
a period of f i fteen yearsP There is no 
stipulation whether that interest so exempt 
will9 or will not, be treated as a deductible 
expense in the calculation of tax-holiday 
period profit or loss« 
No exemption seems to exist for interest 
payments by a development company in the 
'hands • of recipients . 
No exemption seems to exist for interest pay-
ments by pioneer manufacturer in the hands of 
rec ipients a 
TRINIDAD" & 
TOBAGO There i s no general exemption for interest 
payments made by pioneer enterprises. In 
certain spec ial Industrie s, viz 0 9 fert i l izers , 
lubricating oils and petro-chemic&ls, exemption 
has been granted for ten years with respect to 
interest payments by approved manufacturers in 
the hands of recipients provided either the 
loans were raised abroad and/or were of at leasi 
five years' duration«, There is no provision re-
quiring that such tax exempt interest payments 
should, or should not, be deducted as an 
* äo ^ 
expense in the computation oi tax-holiday perii 
profits or losses. The general presumption, 
however, is that they are deductible• 
Relief «= Be Depreciation Deductions 
Assets wil l , i t appears, be written down during 
the tax holiday period in* the normal manner' 1 aid 
down in ' the' Income ""Tax OrdinanceOrdinarily , 
' initial allowance at the "rate of 20$ 'ofexpenditure 
incurred on machinery, plant and industrial 
building is' allowed but this is not allowed to a 
pioneer enterprise• 
Under Option ( l ) 9 notional' depreciation of plant 
and machinery will 'be made during the.tax"holiday 
'period' and annual deductions can be cl.aimed after 
the 'tax' holiday"period oh the "basis of 'the written 
''down value® 'Undër Option (2)\ no dépréciation 
"deductions shall be made during the f i r s t seven 
years » ' Thereafter, depreciation deductions shall 
be computed as if the capital 'expenditure on plant 
and machinery less the amount of deductions made 
before the commencement of the tax holiday period 
had been incurred on the last day of the seven-year 
period«, 
No init ial „allowance or investment allowance can be 
claimed with respect to the cost of plant and 
machinery acquired during the tax holiday period 
under Option ( l ) and t i l l the end of the tax . . 
holiday, period under. Option (2)0 • 
'Industrial enterprises not operating under the 
incentive laws are entitled to an investment 
.allowance of 20$ of capital expenditure on plant 
and machinery, if engaged in a Basic Industry? 
otherwise to an initial allowance of 20$, in the 
year in which the expënditure is'incurred* 
During the tax holiday period, the assets are to be 
depreciated in the manner normally allowed under 
Income Tax Ordinance for wear and tearc No pro-
vision exists for initial or investment allowance 
with respect to capital expenditure incurred by 
an Industrial enterpriseQ 
Assets wil l , i t appears, be written down during 
the tax holiday period in the normal manner laid 
down in the Income Tax Ordinance which provides 
for annual depreciation deductions but not for 
any initial allowance or investment allowance. 
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GRENADA' - Assets wi l l , i t appears, be wr i t ten down during the 
tax holiday period in the normal manner la id down 
in the Income Tax Ordinance which provides not only 
for annual depreciation deductions but a lso for 
in i t ia l deduction of 20$ f o r p lant and machinery and 
10$ for commercial building in the year in which 
such expenditure is incurred. I t is not c l e a r , 
however, if and when a pioneer enterpr i se i s ob l iged 
to make the ini t ia l deduction« 
GUYANA - No depreciation deduction shal l be made in computing 
the income of the tax holiday p e r i o d . In computing 
the income of the enterprise a f t e r the tax holiday 
has expired, depreciation deductions sha l l be made 
as i f capital expenditure incurred up to the end of 
tax holiday period were incurred on the f i r s t day 
following thereafter. The enterpr i se can claim 
also in i t ia l allowance at the rate of 40% of capital 
expenditure on plant and machinery arid 10$ of 
capital expenditure on industrial b u i l d i n g , as i s 
allowed to other industrial e n t e r p r i s e s . 
JAMAICA -. For an enterprise manufacturing a New Product or 
exports only, depreciation deductions shall be made 
not during the tax holiday period but after that 
period upon the original cost less any allowances 
claimed before the tax holiday per iod» As for 
other approved enterprises the position w i l l be as 
below: 
Under Option ( l ) , notional d e p r e c i a t i o n of assets 
w i l l be made during the tax hol iday per iod and 
depreciation deduction shall be claimed a f t e r the 
tax holiday period on. the wr i t ten down va lue . 
Under Option (2 ) , prior to the commencement of the 
tax holiday period depreciation deduction sha l l be 
made but they will cease during the f i r s t four-
years of holiday period; again deductions will be 
made starting with the f i f t h year of the tax 
holiday period on the original c os t l e s s the d e -
ductions made before the commencement of the tax 
-holiday period» 
Industrial enterprises not operating under incent ive 
laws are entitled to an investment allowance of 20$ 
of capita] expenditure, i f engaged in a Basic 
Industry, otherwise to an init ia l allowance of 20$, 
in the year in which expenditure i s incurred, 
M0NTSEHHAT Assets of the enterprise will," i t appears, be 
written down during the tax holiday period in the 
normal manner laid down in the Income Tax Ordinance 
which provides not only for annual depreciation 
deductions but also for in i t ia l deduction of 20$ 
ST. K1TTS 
STo "XÏÏCTA"' 
ST; 'tînuent 
f o r p lant and machinery and 10$ f o r commercial 
bu i ld ing in the year in which such expenditure .is 
incurredo I t i s not c l e a r , " however,, i f and when a 
p ioneer•enterpr ise i s ob l iged to make the i n i t i a l 
deduction« 
No d e p r e c i a t i o n ' deduction sha l l be made in computing 
the income' of the tax ho l iday period* Dépréc iat ion 
deduct ions after"' the tax ho l iday per iod shal l be 
computed as I T the' c a p i t a l expenditure incurred up 
to the"end of 'the tax ho l iday per iod were incurred 
on the f i r s t day f o l l o w i n g the end' of the said 
période Such" computation, however, w i l l not 
include i n i t i a l allowance which i s allowed at the 
rate of 20$ of c a p i t a l expenditure incurred on p lant , 
machinery and Industr ia l b u i l d i n g , 
"Assets of the enterpr i se w i l l , i t appears , continue 
to be wr i t ten down' during the tax ho l iday periods 
A f ter "the tax h o l i d a y • p e r i o d , ' a l l o w a n c e s f o r 
d 'epreelat ion and i n i t i a l allowance can be claimed_ 
on' the' wr i t t en down value of the assets at the end 
of" the l a s t y e a r ' o f the tax ho l iday p e r i o d , I n i t i a l 
allowance can be claimed at the rate °of 10$ f o r 
i n d u s t r i a l bu i ld ing "and 2 0 $ ' f o r p lant and machinery0 
'Assets of the enterpr i se ' w i l l , i t appears, be wr i t ten 
down during the tax"ho l iday per iod in the normal 
manner laid 'down/ in the Income Tax "Ordinance which 
prov ides not only for"annual d e p r e c i a t i o n deduct ions 
but a l s o f o r I n i t i a l deduct ion of 20$ f o r p lant and 
machinery ' and 10*$' f o r commercial bu i ld ing in the year 
in which such expenditure i s ' incurred« I t ' i s not 
c l e a r 9. however, --if and when a p ioneer enterpr i se i s 
o b l i g e d ' t o make 'the i n i t i a l deductlon0 
No'depreciation deduct ions shal l be made in computing 
the Income "of 'the- tax ho l iday p e r i o d . Deprec iat ion 
deductions shal l be computed " a f t e r th-e tax hoi i'd'ay 
period ' -as I f the cap I tal expenditure incurred up to 
"the"end'df that per iod 'were ' Incurred on the f i r s t day 
f o l l o w i n g thereafter* "TETe" en terpr i se can a l so claim 
I n i t i a l allowance at the ' rate of 20$ on c a p i t a l 
expenditure incurred on plant and machinery and 10$ 
on i n d u s t r i a l b u i l d i n g which i s allowed to a l l 
i n d u s t r i a l e n t e r p r i s e s . 
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Type of Re l i e f - Carry-over of Losses of 
Tax Holiday Period 
ANTIGUA 
BMBJDDOS" 
'BELIZE" 
nOHINICA* 
GRENADA 
No spec ia l prov is ions e x i s t with this respect - I t 
i s not c l ear whether such losses can be set o f f 
against income from other sources during the same 
year or whether they can only be carr ied forward 
and set o f f against income from the same source. 
Ordinary losses not set o f f against income •from 
other sources can be carr ied forward f o r the next 
s ix years in succession under the Income Tax Rules 
o f the te r r i t o t j . 
Under Option ( l ) * a l l l osses incurred during the 
tax hol iday period in excess of the p r o f i t s of the 
same per iod of the same enterprise may be carried 
forward over .the f i v e succeeding years. Such 
l o s s e s shal l include not iona l deprec ia t i on . 
Under Option ( 2 ) , a l l "losses incurred during the 
f i r s t seven years in excess of any p r o f i t s during 
the same period together with any loss incurred 
and not set' o f f before the commencement of the 
seven-year per iod may be carried forward and set 
off over the f i v e - years following the nine-year 
.period of tax: holiday* 
Under e i ther option9 l o sses carried forward could 
be set o f f against the income, of the enterprise 
only 'and- from the sam source. 
No spec ia l ' prov is ions e x i s t with th is respect., I t ' 
can "be. assumed' therefore, th^t regular prov is ions 
of Income 'Tax Ordinance' would apply, whereby trade 
l o s ses not s e t o f f can be carr ied forward to 
subsequent years without any l i m i t a t i o n on time.. 
No s p e c i a l prov is ions e x i s t with th is respect* 
I t can' be a-ssimed, there fore 9 that regular 
prov is ions "of the Income Tax Ordinance w i l l apply 
whereby l osses not set o f f ' c a n be carr ied forward 
over the next f i v e years' provided the s e t - o f f in 
any of these years w i l l not reduce the tax payable 
by ©ore than • 
Losses which have not been written o f f during the . 
tax "holiday period l e s s any allowance made during 
the per iod with respect to deprec iat ion of assets 
can.be carr ied forward over s ix succeeding years , 
I t i s not' c l e a r l y indicated i f the l osses thus 
carr ied forward can be set o f f against the income 
of the same enterpr ise only . 
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GUYANA - Any loss incurred during the tax holiday period shall 
be set off without 1 imitation against the income arising 
to such a company during the period immediately follow-
ing» It is not clear if losses incurred during the tax 
'holiday period have to be f i r s t set off against income 
of the enterprise during the same period. Nor is it 
clear if losses carried forward can be set off against 
the income of the company from a source other than this 
enterprise. 
JAMAICA - For manufacturers of New Products and exports only, 
. .losses not written off during the tax holiday period 
can.be carried forward for the following six years,. 
'i 
"For .other approved manufacturers, under Option ( l ) , 
losses incurred and not written off during the tax 
holiday period without taking into account any 
depreciation of assets can be carried forward over the 
next six .years. 
Under Option (2) , losses incurred and not written off 
during the six years of tax holiday period after taking 
into account allowances made before the tax holiday 
period and during the last two years of the tax holiday 
period, can be carried forward for six years following 
the tax holiday period. In any event, losses carried 
forward could be set off against the income of the 
approved enterprise only«, 
MUNTSEEHAT* tosses which have not been written off during the tax 
holiday period less any allowance made during the tax 
holiday period with respect to depreciation of assets 
may be carried forward in the six succeeding years. 
I t is not clearly indicated if the losses thus carried 
forward can be set off against the income of the-same 
enterprise only» 
ST. "KTTTS" ' Any loss incurred during the tax holiday period can be 
set off against the income of the pioneer enterprise 
during the years immediately following the tax holiday 
perio'd provided" the set-off does not reduce the income 
tax payable in any of these years to less than 
It appears that no netting of losses is required against 
income of the pioneer enterprise during tax holiday 
periodo 
ST. LtTCTA" *' - " Losses which have not been written off during the tax 
holiday period'"less any allowance made dur ing the tax 
holiday periocT with respect to depreciation of assets 
may be carried forward In the six succeeding years. 
I t is not clearly indicated if the losses thus carried 
forward can be set off against the income of the same 
enterpri se only. 
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ST.' "VINCENT ' - No loss incurred during the tax holiday period 
'can be set off against the income from other, 
sources "but the net loss of the- whole of the 
tax holiday period can 'be carried forward after 
the period provided* inter alia, the set off 
does not reduce the income tax payable in the 
year of set off by more than 50fo0 It is not 
clearly indicated if the losses thus carried 
forward can be set off against the income of 
the same enterprise only. 
" TRINIDAD & ' ' ' 
TOBAGO' * - Any loss incurred during the tax holiday period 
can be set off against the income of the same 
enterprise in the period immediately following 
without any limitation. No netting of losses 
is required against the income of the pioneer 
•enterprise during the tax holiday period. 
* Where a person carrying on two or more pioneer 
enterprises incurs a loss in one of such enter-
prises' during the' tax holiday period or part 
therfeqf which is coterminous with another pioneer 
enterprise of the sjame person, then he may be 
allowed to 'set off such loss without limitation 
against the income of the other enterprise after 
the tax holiday period., 
Appendix II 
' ' CUSTOMS DUTY BELIEFS OFFEÏffiB IN CARIFTA TERRITORIES ' 
AND BELIZE TO SPECIALLY APPROVED MANUFACTURING ENTERPRISES 
UNBEB THEIR RESPECTIVE INCENTIVE LEGISLATIONS 
Tgjpe_of Re l i e f -I Ao Buty-free Importation of Machinery -
Plant and Building Materials 
'ANTIGUA ~ Every pioneer manufacturer is e n t i t l e d to import 
these 'items f ree of customs duty f o r a period of 
f i v e years commencing from the date of his 
.. .. - approval s 
provided 'these items are required f o r the 
cons t ruc t i on , a l t e r a t i o n or extension of the 
pioneer fac tory tout not f o r e f f e c t i n g repairs 
the re to o 
"BELIZE " " " Every approved enterpr ise is e n t i t l e d to import 
'free çf customs duty and entry tax the se items, 
' including veh i c l es and t o o l s , other than hand 
too ls 'provided" that the ' i tems thus imported are 
' req-uired' f o r -the • e-st&bli-shment or expansion of 
the enterpr i se . This concession i s avai lable 
f o r a period begipning with the date of approval 
to the 'end' of t'he;rtax hol iday per iod , 
BJRBABO'S "* ~ "Every approved" enterpr ise i s e n t i t l e d to import 
these items f ree of customs duty f o r the purpose 
of c ons t ruc t i on , extension or equipment of i t s 
f a c t o r y and also Tor e f f e c t i n g repairs and r e -
( placements thereto 0 This concession is avail able 
f o r a per iod of tenj^ears_ commencing from the date 
of approval® 
The same concession is avai lable to an approved 
fac tory bui lder without 1 imitat ion of period but 
the Government may withdraw, by n o t i f i c a t i o n 9 
exemption with respect to any a r t i c l e which is 
-manufactured within the is land and is ava i lab le 
. in ade quat e supply• 
.'For approved enterpr ises which manufacture 
é x c l u s l v e l y f o r exports , duty - f ree importation 
of tjiese items is allowed without 1 imitation of 
e i thér time or l o ca l a v a l i a b i l i t y of subst i tutes c 
DOMINICA " «="* * 'Eve r y " "p i one e r manufacturer i s . en t i t l ed to import 
f ree of eustoms duty these items f o r a period of 
f i v e "yearsw commencing from the date of his approval. 
These Items should be required f o r the construct ion , 
a l t e r a t i o n , reconstruct ion or extension of the 
pioneer f a c t o ry but not .for e f f e c t i n g repairs 
. there to.o '. 
Under the Agreement entered "into by the Government 
' f o r the development of the CABRITS, thi s exemption 
is given y i th respect to a l l materials* suppl ies , 
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DOMINICA - equipment, vehicles, spare pa?rts required for 
(cont1d) construction, extension, repair or maintenance0 
This exemption is valid for the duration of the 
Agreement i 0 e. thirty years from the day i t was 
signedo 
GRENADA - Every approved enterprise is entitled to import 
these items free of customs duty from the date of 
the approval to the end of tax holiday period« 
These item's should he required for construction, 
alteration, reconstruction or extension of the 
development premises or for their equipment but 
not for repairs or replacement. 
The l i s t of items specifically includes office 
equipment» 
GUYANA - Formally speaking, grayit of duty-free importation 
of these items has to be applied for separately,, 
These items should be required in direct connection 
with the establishment or development of industry, 
but not for replacement or renewal of existing 
factory. Where an application is granted, this 
concession may be given for a period not exceeding 
ten years for a mining enterprise and five years 
for any other industrial enterprise. Since i t has 
now been decided to extend ta!x jioliday up to ten 
years, i t is assumed that duty-free importation 
of plant and machinery could also be extended. 
JAMAICA ' - " Every approved manufacturer of an approved product, 
including a New Product, may be granted 100$ or 
50$ exemption from customs duties (including tonnage 
tax) with respect to these items provided they are 
required for the construction, alteration, recon-
struction or extension of the factory premises or 
for its equipment but not for repair or replacement® 
The l i s t specifically includes office equipmento 
But any item which is locally available in sufficient 
quantity and is of reasonably comparable price and 
quality may be deleted from the l i s t . This 
concession will be valid for the period ending with 
the tax holiday period i . e . of seven years under the 
- f i r s t option," of six years under the second option 
and of ten to f i f teen years for manufacturers of 
approved New Products. Approved export manufacturers 
will be entitled to duty-free importation for a 
period of ten to f i fteen years not only of items 
required for construction, extension, or equipment 
of factory premises but also for repairs and re-
placement. An approved" factory builder is en-
titled to duty-free importation (100$) of articles 
required for factory construction subject to avail-
ability of corresponding articles of local manufacture. 
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MONTSERRAT - Every approved enterprise is entitled to import 
these items free of customs duty from the date 
of thé approval to the end of tax holiday 
period« These items should be required for 
construction, alteration, reconstruction or 
extension of the development premises or for 
their equipment but not for repairs or replace-
ment* The l i s t of items specifically includes 
off ice equipment« 
ST. KITTS "*-""" Every pioneer manufacturer is entitled to 
import free of customs duty these items for a 
period of five years commencing from the date 
of his approval. These items should be required 
for construction, alteration or extension of the 
pioneer factory but not for effecting repairs 
thereto• 
It is assumed that with respect to approved 
enterprises set up in designated special 
deve1opment areas this concession will be 
available for a period of f i f teen years from 
the date of approval* 
ST* LUCIA - Every approved enterprise is entitled to import 
these items free of customs duty from the date 
of the approval to the end of tax holiday period* 
The se'"items should be required for construction, 
alteration,, reconstruction or extension of the 
development premises or for their equipment but 
not for repairs or replacement« The l i s t of 
Items specifically includes office équipment* 
ST. VINCENT - Every pionéer manufacturer is entitled to import 
free of eus t'osas duty" these items for a period of 
t'en years commencing from the date of his approval. 
These items should be required for the construction, 
alteration or extension of the pioneer factory 
but not for effecting repairs thereto« 
TRINIDAD & 
TOBAGO" " ' - Every piohèer manufacturer is entitled to import 
free of customs duty these items for a period 
of five" years commencing on the date of approval. 
"The period may'be extended in suitable cases to 
a period not exceeding ten years. The items 
imported duty-free~should be required for the 
construction, alteration or extension of the 
pioneer factory but not for effecting repairs. 
Even a manufacturer not approved as pioneer 
manufacturer is entitled to duty-free importa-
tion of these items for the purposes stated above* 
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TRINIDAD & 
TOBAGO 
(cont'd) 
- This exemption was due to expire on December 31? 
1969> but has been extended to December 31» 1971 
or until a regional policy has been agreed upon 
on incentives under the CARIFTA Agreement. 
Type of Relief - B. Duty-free Importation of Raw 
and Other Materials 
ANTIGUA 
BELIZE 
BARBADOS 
DOMINICA 
GRENADA 
GUYANA 
JAMAICA 
Incentive legislation does not provide for this 
concession. 
An approved enterprise may be granted duty 
exemption with respect to any raw materials 
imported for i ts use on such terms and conditions 
as the Government imposes* 
Duty-free importation of raw and semi-processed 
materials, food and packing materials is allowed 
for approved enterprises manufacturing exclusively 
for exports with no limitation with respect to 
time but subject to local availabil i ty of 
substitutes in adequate supply. -
The principal incentive legislation does not pro-
vide for this concession. But the Agreement on 
the "CABRITS provides for duty-free importation of 
all raw, and semi-processed materials required for 
manufacturing in t ie CABRITS. No distinction is 
made in the Agreement between manufacturing for 
export and that for sale within the territory. 
Incentive legis lat ion does not provide for this 
concession. 
Incentive legislation does not provide for this 
concession. But the Third Schedule of the^Customs 
Ordinance authorizes Government to permit 
importation of raw materials free of duty for 
certain specified industries. 
Under the incentive législation of the territory, 
only approved export manufacturers are entitled to 
duty-free importation of raw"and semi-manufactured 
materials, fuel and containers. Under the territory 's 
Customs légis lat ion , however, duty-free importation 
of raw'-materials and semi-manufactures, not avail -
able within the territory, required for the manu-
facture of specified products is allowed to 
approved manufacturers. 
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MONTSERRAT - Incentive l e g i s l a t i o n does not provide f o r this 
concess ion , 
ST* KITTS - I n c e n t i v e l e g i s l a t i o n does n o t p r o v i d e f o r 
t t h i s c o n c e s s i o n . . 
ST .'"LUCIA" *" I n c e n t i v e l e g i s l a t i o n p r o v i d e f o r t h i s c o n c e s s i o n 
to be granted by a Resolution of the Legislature* 
Under a Resolution adopted in December 19&8, duty-
f ree importation of raw materials , chemicals, 
other Ingredients and supplies and semi-manufactured 
and manufactured goods 'to be used f o r by approved 
ente rpr i ses f o r manufacturing, assembling and 
blending processes was sanctioned t i l l December 
31 / 1975« 
ST. VINCENT — Incentive l e g i s l a t i o n does not provide f o r this 
concess ion . 
TRpiD'AD & 
TOBAGO"" ' - ' The t e r r i t o r y 5 s pr inc ipa l incent ive l e g i s l a t i o n 
does not provide f o r duty - f ree ' importation of 
raw materials«"' But the -Customs l e g i s l a t i o n 
doe s and the concess ion thereunder has to be 
separately appiled for. Special l e g i s l a t i o n s 
deal ing with thè manufacture of cement and 
f e r t i l i z e r s , provide f o r duty - f ree importation 
'of raw" mater ia ls , fue l and containers . The 
l e g i s l a t i o n concerning manufacture of lubr icants 
makes assimilar prov is ion f o r duty - f ree 
importation s u b j e c t , however, to the condi t ion 
that i f c er ta in"conta iners of l o c a l manufacture 
are a v a i l a b l e , th i s exemption w i l l not be 
granted- with respect to such types® Even non^ 
pioneer manufacturers are e l i g i b l e f o r duty-
. f ree importation of raw. and semi-manufactured 
.materials e 
This concession 'was due to expire on December 
319 1969 but" has been extended ' to December 31V 
1971 or unt i l the regional . incentives p o l i c y 
under the CARIFTA Agreement has been agreed upon« 
~ 9 1 ' -
Appendix III 
COMPARATIVE TAX BATES :\ON'- COMPANY'- Am; INDIVIDUAL 
INCOMES IN--CAMFT4 
Rate ©f. t$s on : 
Terr i t o ry company p r o f i t s : Rate of tas on ind iv idual incomes 
Highest Income l e v e l 
marginal at which the 
rat© of h ighest rate 
ft&s- s tar t s applying 
(E.C, Do l la rs 
Antigua .40$ 65$ #14,401 
Barbados • 51.7$ 
( i n c l u d i n g 19o5$ 
• trade t a x ) 
' 75$ |24,Q0I 
Be l i ze 40$ 70$. $35,001 
Dominica 37|$ 50$ 110,001 
Grenada 37i$ 65$ 120,001 
Guyana 45$ . 
(p lus 4o5% • 
Development-t&x 
f o r 1968. ©nly) 
70$ §14,501 • 
Jamaica 
(to be- reduced 'äs ' 
£i;òmu.X97Q -to.' 35$ 
plBS 
" T a x a t 3 ? ü $ ®bs a l l 
distributions) 
135,525 
Montse^rat 20$ • 20$ '' | 4 ,001 
St. K i t t s 40 $ 75$ $18,501 
St. Lucia 40$ 65$ -, #24,001 
St . Vincent 40$ 65$. |15s001 
Trinidad and 45$ 50$ $19' - $29,000 
• Tobago • (plus- Withholding ^ $29 - $60»0QÖ 
tax on d i s t r i -
bntions abroad) • ^ -|6|>,001* 
f^lMi-^Hi^i-1 • everag® rate w i l l not exceed 5ÖJ&-
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Appendix IV 
Comparative Income Tax Exemption Available to Selected Igypes of 
Approved Industrial Enterprises under the Existing Legislations 
and under the Proposed Harmonization Scheme in all CARIFTA 
Member Territories 
Less Developed Territories 
Under the Existing Législations ini 
Ant* Dom» GrenP Monts* St*Kitt3 St.Lùcia St* Vin* 
1* Enclave 
enter-
prise 
with : 
a). value 
added 
locally 5-year 5-year 7-year 7-year 5 to 10 7-year 10-year 
between com- com- com- com- year com- com-
25-50$ plete plete plete plete complete plete plete 
value exemp- exemp- -exempt. . ..exemp- exemp- exemp- exemp-
added tion tion ti on tion tion + tion tion 
locally • defer-
over ment of 
50$ deprecia-
tion de-
ductions 
for tax 
holiday 
period 
Type of 
Enterprise 
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Under the 
proposed 
harmoniza 
tion scheme 
Other Territoriés 
Under the Existing Legislations ins 
B'dosc Guy. ' Jam, T & T 
Under the 
proposed 
harmoniza-, 
tion scheme 
a) 6-year 
complete 
exemp-
tion + 
10-year 
. 50% ex-
emption 
h) 6-year 
complete 
exemp-
tion + 
10-year 
15% ex-
emption 
10-year 5 to 10 to 9 to 10 
complete 10-year 15-year year 
exemp- com- com** com-
tion 4- plete plete plete 
16% ex- exemp- exemp- exemp-
emption tion + tion 4* tion + 
there- defer- . defers defer-
after ment ment ment of 
of de- of de- depre-
precia- precia- ciation 
tion tion deduc-
deduc- deduc- tions 
tions tions for tax 
for tax for tax holiday 
holiday holiday period 
period period 
3-year 
complete 
exemption 
10-year 
exemption 
b) 3-year 
complete 
exemption + 
10-year 75% 
exemption 
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Less Developed Territories 
Type of 
Enterprise Under the Existing Legislations in; 
Anto Dom* Greno Monts* St.Kitts St»Lucia St«Vin» 
20 Capital-
intensive 
enterprise 
with value 
added locally 
be tween 
25-50$ and?-
a) exporting 
50$ of its 
total 
output 
b) exporting 
75$ of i ts 
total 
output 
5-year 5-year 7-year 7-year 5 to 10 7-year 10-year 
com- com- com- com« year com- com-
plete plete plete plete com- plete plete 
exemp- exemp- exemp- exemp- plete exemp- exemp-
tion tion tion tion exemp- tion tion 
tion + 
defer-
ment of 
depre-
ciation 
deduc-
tions 
for tax 
holiday 
period 
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Appendix IV 
Other Territories 
Under the Under the Existing Legislations ins ' 
proposed 
harmoniza- B'dos. Guy. Jam. T & T 
tion se h on è 
a) in-
vestment 
allowance 
6-year 
complete 
exemp-
tion -f 
10-year 
41.5$ 
exemp-
tion 
b) 30$ in-
vestment 
allow-
ance + 
6-year-
complete 
exemp-
tion + 
10-year 
46*25$ 
exemp-
tion 
Either 
10-year 
complete 
exemption 
from the 
date of 
production 
OR 
7-year 
complete 
exemption 
beginning 
within 3 
years of 
the date 
of pro-
duction + 
66 2/3$ ex-
emption in 
the 8th 
year + 33 
1/3$ ex-
emption in 
the- 9 th 
year + 
deferment 
of depre-
ciation 
deductions 
for 7~year 
period of 
complete 
exemption 
proposed"'-**" 
harmoniza-
tion scheme 
5tol0~ lOtolg- 5tolO-
year year year 
com- com- com-
plete plete plete 
exemp- exempt exemp-
tion 4- tion + tion + 
defer« def ele- defer-
ment ment ment 
of -de- of de- of de-
precia** precia- precia-
tion tion tion 
deduc- deduc- deduc-
tions tions tions 
for tax for tax for tax 
holiday holiday holiday 
period period period 
r/o invest-
ment 
allowance + 
3-year com-
plete exemp-
tion + 
10-year 41« 5? 
exemption 
r/o invest-
ment 
allowance + 
3-year com-
plete exemp-
tion + 
10-year 
46.25$ ex-
emption 
- 96 -
Less Developed Territories Le  
Type of 
Enterprise Under the Existing Legislations in: 
Ant* Domo Gren* Montŝ  St.Kitts St.Lucia St,Vina 
3c Import-
substitute 
enterprise 
manufactur-
ing exclu-
sively for 
CARIFTA 
market and 
withs 
a) value added 
locally 
between 
25-50$ 
bl value added 
locally 
over 
5-year 5-year 7-year 7-year, 
com- com- com- com-
plete plete plete piete 
exemp- exemp- exemp- exemp-
ti on ti on tion tion 
5tol0-
year 
complete 
exemption 4-
deferment 
of deprecia-
tion deduc-
tions for 
tax holiday 
period 
7-year 
com-
plete 
exemp-
tion 
10~ye§ir 
com-
plete 
exemp-
tion 
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Appendix IV 
Other Territories 
Under the . Under the Existing Legislations in: Under the 
proposed ! proposed 
harmoniza- B'dos. Jam* T & T harmoniza-
tion schoae tion scheme 
a) 6-year Either a) 3-year 
complete 10-year com*» complete 
exemp-. pi e te exemp- 5tol0- 10tol5- 5to10- exemp-
tion + tion from year year year tion + 
10-^year the date of complete complete complete 10-year 
35% ex- production exemp- exemp- exemp- 35$ exemp-
emption OR tion + tion tion + tion 
b) 6-year 7-year com- defer- defer- defer- b) 3-year com-
complete plete exemp- ment of ment of ment of plete 
exemp- tion beginn- depre- depre- depre- exemp-
tion + ing within ciation ciation ciation tion + 
10-year 3 years of deduc- deduc- deduc- 10-year 
50$ ex- the date of tions tions tions 50% 
emption production + for tax for tax for tax exemption 
66 2/3$ ex- holiday holiday holiday 
emption in period period period 
the 8th year + 
3 3 1/3$ ex-
emption in 
the 9 th year + 
deferment of 
depreciation 
deductions 
for 7-year 
period of 
complete 
exemption 
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Type of 
Enterprise 
Import 
substitute 
enterprise 
exporting 5 
of i t s output 
outside 
CARIETA and 
with? 
a) value added 
l o c a l l y 
between 
25-
5-year 5-year 7-year 7-year 5 to l0 - 7-year 10-year 
b) value added 
l o c a l l y 
over 50% 
com-
plete 
exemp-
t ion 
com-
plete 
exemp-
tion 
com- com-
plete plete 
exemp- exemp-
tion t ion 
year 
complete 
exemption h-
deferment 
of deprecia-
t ion deduc-
t ions f o r 
tax holiday 
period 
com« com-
plete plete 
exemp- exemp-
tion tion 
99 
Appendix IV 
Other Territories 
Un^er the 
pwpc ce;j 
hariav̂ izii-. 
t i on Hchexne 
i 
Under the Existing Legislations ini 
Jama T & T 
Under the 
proposed 
harmoniza-
tion scheme 
a) 6-year 
complete 
exernp- . 
t i on + 
10-year 
41.5$ ex-
em.pt ion 
bj f)-year 
complete 
exemp-
tion + 
10--ye ar 
62.5$ 
exemp-
tion 
Either 
10-year com-
plete exemp-
tion from 
the date of 
production 
OR 
7-year com-
plete exemp-
tion beginn-
ing within 
3 years of 
tne date of 
production + 
66 2/3$ ex-
emption in 
the 8th year 
33 1/3$ ex-
emption in 
the 9 th year 
deferment of 
depreciation 
deductions 
f o r 7-year 
period of 
complete 
exemption 
5to10- 10tol5- 5tol0~ a) 3-year 
year year year complete ex-
complete complete complete emption + 
exemp- exemp- exemp- 10-year 
tion + tion + tion + 41.5$ 
defer - defer- defer- exemp-
ment of ment of ment of tion 
depre- depre- depre- b) 3-year 
ciation ciation ciation complete ex-
deduc- deduc- deduc- emption + 
tions tions " tions 10-year 
f o r tax f o r tax f o r tax 62« 5$ ' 
holiday holiday holiday exemption 
period period period 



